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House of Repbesentatives, 
Committee on the Post Office and Post Roads, 

Tuesday, January lb, 1919. 

The committee this day met, Hon. John A. Moon (chairman) pre- 
siding. 

The Chairman. I believe there is a quorum of the committee 
present. Gentlemen, I have called the committee together to con- 
sider a joint resolution, which is numbered 368, introduced by me 
on December 13 at the request of the department. The resolution 
is as follows: 

Resolved by the Seriate and House of Representatives of the United States of 
America in Congress assembled, That as an auxiliary to the Postal System the 
Government control and possession of the telephone and telegraph systems of 
the United States now existing by virtue of the joint resolution of Congress 
dated July sixteenth, nineteen hundred and eighteen, and the proclamation of 
the President, be, and the same is hereby, continued until otherwise ordered 
by Congress. 

The Postmaster General shall cause to be fixed the appraised value of all 
the telegraph lines, property, and effects of any or all of the telegraph com- 
panies as provided in section three of the act of July twenty -fourth, eighteen 
hundred and sixty-six, and report the result thereof to Congress for its con- 
sideration. 

The Postmaster General is also directed to negotiate contracts for the pur- 
chase of any or all telephone lines, together with their property and effects, 
subject to the approval of Congress. 

That the Postmaster General shall report to Congress within a reasonable 
period some plan of organization which will combine all the advantages and 
authority of the Government with such plan of operation as the experience of 
the best operation in our industrial world has shown to be advantageous. 

What is the pleasure of the committee in reference to this resolu- 
tion ? Mr. Lamar, of the Post Office Department, is here and can 
offer some explanations as to this resolution, and I have here tele- 
grams and letters from a very large number of telegraph companies 
of the United States and telephone companies expressing their posi- 
tion on this question. I presume the committee will want some hear- 
ings on the matter, and if there is no objection, we will call Mr. 
Lamar and let him explain the purposes of this resolution and answer 
such questions as you gentlemen may see fit to ask. 

Mr. Bell. Are the telegrams and letters which you refer to, Mr. 
Chairman, protests against further control by the Government or in 
favor of further control? 

The Chairman. Some of the companies included in the Mackey 
system have entered an objection, but the balance all desire the pas- 
sage of the resolution with an amendment fixing the time of control — 
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4 GOVERNMENT CONTROL OF TELEGRAPH AND TELEPHONE. 

that is, when the Government will either release them or take such 
other steps as may be necessary. 

Mr. Holland. That does not seem to be the purpose of the reso- 
lution. This looks like a resolution for absolute Government control. 

Mr. Mapden. That is as the resolution reads now. • 

Mr. Holland. It would seem to provide for absolute Government 
control: 

The Chairman. The resolution seems to contemplate the extension 
of the time and an appraisal of the properties with a view to their 
purchase; but the resolution is subject to such amendment as you 
may see fit to make if you want to pass it at all. The consensus of 
opinion of the telegraph companies is that the resolution should be 
amended and some period fixed — from two to five years — for the 
relinquishment of control by the Government of the wires if they do 
not ultimately reach a conclusion for their purchase. That is a mat- 
ter, of course, to be considered. 

Mr. Holland. That is true as to those you have thus far heard 
from ? 

The Chairman. Yes. 

Mr. Madden. Does this include the cable systems ? 

The Chairman. No. Gentlemen, if it suits your pleasure, we 
will ask Mr. Lamar about this question. 

Mr. Ramseyer. You say those telegrams and letters are from the 
leading telegraph and telephone companies ? 

The Chairman. The big ones and the little ones. 

Mr. Ramseyer. Would it be proper to have them made a part of 

the record? 

The Chairman. Yes. If you prefer, I will take these up first 
and then ask Mr. Lamar to address the committee. 

Mr. Ramseyer. It will take quite a while to do that. 

Mr. Steenerson. I think we had better hear Mr. Lamar first. 

Mr. Madden; Would it not be a good idea, if I may be allowed 
to suggest, to decide upon what the policy of the committee is going 
to be with respect to hearings? If we are going to consider this 
question, are we going to consider it in a perfunctory way or are we 
going to consider it in a comprehensive way ? Are we going to try to 
act upon the resolution without having an opportunity afforded 
everybody in interest, no matter who they are, or are we going to 
act upon it without any hearings ? It seems to me we ought to decide 
definitely in advance what the policy of the committee is going to be 
with respect to the scope of the hearings. 

The Chairman. I suppose I might introduce the telegrams and 
letters I have; and if you want any further hearings, we can then 

have them. 

Mr. Madden. I think the thing is of sufficient importance to make 
that the first consideration. The question of consideration should 
involve a determination as to whether we are going to reach some 
kind of a conclusion on the merits of the resolution, based upon 
knowledge or lack of knowledge ; whether the knowledge we expect 
to obtain shall be the result of hearing everybody in interest or 
whether it shall be confined to letters that are in the possession of the 
chairman and such statement as the department may think proper. 
For myself I feel that the resolution is of such importance and the 
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scope of its influence so widespread that it is worthy of the most 
comprehensive consideration, and that would involve the hearing of 
the telegraph companies, the telephone companies, the cable com- 
panies, and everybody connected with the industry. 

Mr. Steenerson. And I think the State authorities are vitally 
affected. I notice that my State has already gone into court to test 
the raising of rates by Mr. Burleson, and I understand that Nebraska, 
Wisconsin, and a half dozen other States have done likewise. Each 
of the States, or at least 28 or 29 of them, have public-utility com- 
missions that have fixed these rates, and the department is now seek- 
ing to overturn them and raise them, and they ought to be heard. 

Mr. Madden. And there is one more thing. In the next to the last 
paragraph there is an authorization for the purchase of any or all 
telephone lines and telegraph lines. 

Mr. Randall. It does not authorize it except on the approval of 
Congress. 

Mr. Madden. I understand, but, of course, the Postmaster Gen- 
eral will be permitted to go on and negotiate for the purchase of 
such companies as he desired, and he could eliminate such lines as 
he might think proper, thereby doing a great injustice to vested 
rights. We ought not to give him any such authority as that until 
we know more about the matter. 

The Chairman. It is very evident that you can not pass intelli- 
gently upon the sections of this bill until you have had some sort of 
a hearing, of course, about them, unless you have an opinion which 
you will hold regardless of the judgment of other people. 

Mr. Steenerson. The resolution in itself is not very difficult to 
understand. It is perfectly plain, but what the department has done 
and proposes to do under this authority is, of course, important. 

The Chairman. I had not finished what I wanted to say about it. 
I think we had better proceed as we always have ; that is, by a read- 
ing of the resolution ; then have such proof as we have introduced ; 
and then, if we want more, give an opportunity to others to come, 
and in view of all the testimony that is before you take up the reso- 
lution and determine whether it shall be passed or not; and if it is 
to be passed, whether it shall be passed with amendments and what 
those amendments shall be. It does not necessarily follow that be- 
cause the resolution is in this form that the committee will report it 
in this way. You may report an entirely different sort of a reso- 
lution, amended just as you see fit, or you may reject it all. 

Of course, you all understand that this is a short session and if 
we are going to do anything there is no use of trying to muddy the 
waters by extensive hearings. We all know pretty well what we 
think ought to be done about it. I believe we ought to hear from the 
department, and they have one gentleman here who wants to be 
heard on the question, and here are the replies of the companies. I 
do not know of anybody who wants any more hearings. These 
people have all been notified about this resolution, a copy of it has 
been sent to them and their views upon the question asked for ; they 
have largely replied and their views are contained in this batch of 
telegrams and letters that I have here. 

Mr. Steenerson. But those are all ex parte expressions. 

The Chairman. They are ex parte, but they represent their side 
of it. 
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Mr. Black. As far as the Government ownership of telegraph and 
telephone lines is concerned I would not care even to go into any 
hearings at all because my mind is made up, but as to the question 
of extending the time, we might, of course, go into that. 

The Chairman. I have always tried to be candid with this com- 
mittee. I do not think that now you are going to make any pro- 
vision for the ownership of telegraph or telephone lines, and 1 
believe this resolution ought to be amended in compliance with the 
request of the telegraph and telephone companies, wherein a time 
limit is requested for Government control. My information is — 
although I do not know how correct it is — that if you continue 
the present control and turn these things loose at the close of the 
war without having a system perfected for their operation, and they 
go back to the companies in such shape, that it will bring about a 
great loss to the telegraph and telephone companies, and it is as 
much to their interest — and I suppose they are themselves the best 
judges of what their interest is — that something be done as it is to 
our interest, and their views are here as to what they think ought to 
be done. 

Mr. Paige. If Mr. Black's views are in any degree the sense of the 
committee, I move that we table the resolution. 

The Chairman. You want the resolution tabled without any hear- 
ings or amendments offered? 

Mr. Black. I should be glad to hear Mr. Lamar, who is here. I 
do not understand that the Postal Co. favors this resolution. 

The Chairman. There will be some reasons given why the Postal 
Co. does not favor it. 

Mr. Randall. I move that we hear the representative of the Post 
Office Department. 

Mr. Ramseyer. If we can dispose of it in a short time, I feel we 
ought to have full hearings on the resolution and the parties in 
interest should be heard. I think it could be done in 10 days or two 
weeks, and even if it takes two weeks, by the 1st of February we 
could report out this resolution or refuse to report it out. I am not 
in favor of Mr. Paige's motion. I think the chairman ought to be 
instructed to wire everybody in interest that he knows of, that is 
the heads of these large telegraph and telephone companies, the 
cable companies, and also the governors of the States, that hearings 
are being held on this resolution and that if they want to be heard 
they should notify the committee at once. 

The Chairman. The governors of the States, you say? 

Mr. Steenerson. That is my suggestion. 

The Chairman. What have they to do with it? 

Mr. Bell. I think the railroad commissions in most of the States 
should be included. 

Mr. Ramseyer. Well, notify the proper authorities. By notifying 
the governors, as suggested by Mr. Steenerson, they could get infor- 
mation to the proper State authorities. 

Mr. Steenerson. That is it. 

The Chairman. The companies have all been notified by telegraph, 
every one of them. 

Mr. Black. That is, thev were notified that the resolution was 

pending. 
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The Chairman. They have been notified, and a copy of the resolu- 
tion sent to them. 

Mr. Black. But not that any hearings were being held. 

The Chairman. No ; they were asked for their opinions, and here 
are their opinions. 

Mr. Bell. Were all the short lines notified ? 

The Chairman. I can not say. 

Mr. Eamseyer. But you have not notified the State authorities, 
although they have interests, too. 

The Chairman. The State authorities? What have thev to do 
with it? ' 

Mr. Ramseyer. These utilitv commissions. 

« 

Mr. Steenerson. The State authorities have fixed the rates for 
telegraph and telephone companies, and in my State, for instance, 
they have raised the long-distance rate from Crookston to St. Paul 
200 per cent. The attorney general has started a suit attacking that 
raise, and similar conditions exist all over. It seems to me that 
before we authorize this we ought to give the representatives of those 
localities an opportunity to be heard before the committee, if they 
desire. 

Mr. Sterling. What effect does that have, even if the State au- 
thorities have fixed the rates? The question here is one of control 
for a period of time. 

Mr. Madden. It does not so state in the resolution. 

Mr. Sterling. That is what it will do when the resolution goes 
out, will it not? 

The Chairman. If these motions are made for the purpose of de- 
laying and defeating the resolution, we had just as well understand 
each other, because that is what it looks like, and w T e ought to vote 
on the matter and be done with it. 

Mr. Black. I move we hear Mr. Lamar and then vote. 

Mr. Bell. I move, as a substitute for Mr. Paige's motion, that we 
hear Mr. Lamar, who represents the Post Office Department, and 
have read into the record the letters and telegrams received from 
the different telegraph and telephone companies throughout the 
country. Then if we determine we ought to have further hearings 
we can go on with them. 

(Mr. Bell's motion was put and carried.) 

STATEMENT OF MR. WILLIAM H. LAMAR, SOLICITOR FOR THE 

POST OFFICE DEPARTMENT. 

Mr. Lamar. Gentlemen of the committee: It was suggested to" me 
by Mr. Moon a day or so ago that probably the committee would 
like-to hear something from the department on this matter, and as 
I happen to be a member of the wire-control committee of the Post 
Office Department I have made up a memorandum which, I think, 
will probably put the matter before the committee generally, and then 
I will be in a position to answer such questions as I can and which 
the committee will suggest. 

The Chairman. Without objection you may do that. 

Mr. Lamar. I find there is some misapprehension as to the effect of 
House joint resolution No. 368, introduced by Mr. Moon. By some 
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it is regarded as a Government-ownership proposition and a tendency 
had developed to treat it as such by those who favor or oppose 
Government ownership as a fixed policy. I do not think the resolu- 
tion can bear any such construction. The first paragraph simply 
extends the possession and control by the Government 01 the tele- 
graph and telephone systems until otherwise ordered by Congress. 

Mr. Steenerson. Eight there — is not that authority, " until other- 
wise ordered by Congress" simply a superfluity? It is permanent 
law without those words and we always have the right to repeal an 
act. 

The Chairman. Is not that a question for discussion by the com- 
mittee ? 

Mr. Steenerson. But the gentleman says there is some misap- 
prehension about this language. It is certainly permanent law 
whether you put those words in or not. 

Mr. Lamar. It is not Government ownership, but according to my 
conception it is an extension under the present compensation agree- 
ments, which furnish the basis for adjustment between the Govern- 
ment and the companies. 

Mr. Steenerson. But the language is, *' until otherwise ordered by 
Congress." 

The C& airman. Do you not think you had better let the gentleman 
continue his statement and then ask him questions? 

Mr. Lamar. I agree with the suggestion of the chairman of the 
committee that it is up to the committee to amend the resolution a& 
it sees fit, and the only definite thing that is accomplished by this 
resolution is this extension of time under present compensation agree- 
ments. The second paragraph provides for steps to be taken by the 
Postmaster General, authorized oy the act of July 24, 1866, to obtain 
an appraised value of telegraph companies and to report the result 
to Congress for its consideration. That right now exists, and it 
would enable Congress, in considering the entire question, to know 
just what is involved in the way of money in the purchase of these 
telegraph companies. 

Under the act of 1866 the Government now has an option to pur- 
chase all telegraph properties upon a valuation made in the manner 
designated in that statute, but such option does not exist so far as 
the telephone companies are concerned. The third paragraph of this 
resolution was drawn so as to leave the telegraph and the telephone 
companies practically on the same basis as to options by the Gov- 
ernment. The provision authorizing the Postmaster General to make 
contracts of purchase with telephone companies, subject, to the 
approval of Congress, is the same thing as an option and nothing 
more than an option as I conceive it. 

The action to be taken by the Postmaster General under the last 
two sections of the resolution in no wav commits the Government to 
the purchase of either the telegraph or the telephone properties, but 
provides for the collection and transmission to Congress of indis- 
pensable data for a thorough consideration by Congress in the future 
of all of the questions which must necessarily be considered in 
arriving at a proper solution of the many perplexing questions pre- 
sented for public consideration by the developments in the various 
wire systems,* such as adequacy and cost of service, which are in turn 
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materially affected by competition, involving waste or unification, 
involving monopoly, the effect of diversified State regulation, and 
other important considerations. 

The last paragraph of the resolution directs the Postmaster Gen- 
eral to report to Congress a plan of organization which will combine 
all the advantages and authority of the Government with such plan 
of operation as the experience of the best operation our industrial 
world has shown to be advantageous. 

It is entirely possible that when the Postmaster General has caused 
to be made a valuation of the telegraph properties and secured 
options upon the telephone properties he may in submitting the data 
collected in compliance with the entire resolution make a recom- 
mendation along an entirely different line from that of Government 
ownership of the properties. The Congress would, however, have 
before it the result of his labors provided for in each section of the 
resolution. 

The President and the Postmaster General, of course, fix the policy 
of the Postal Service, with which I am connected. It may not be out 
of place, however, for me to say that individually I have never 
favored Government ownership of public utilities, including the tele- 
graph and telephones, and it was with a full knowledge of my posi- 
tion on this subject that the Postmaster General appointed me as a 
member of the general wire-control administration. I can see, how- 
ever, that there is a marked difference between Government owner- 
ship or control of the telegraph and telephones from that of railroads 
and other public utilities. 

The userulness of the wire service is limited entirely to the trans- 
mission of intelligence, which is a Government monopoly so far as 
written communications are concerned. The constitutionality of 
legislation acquiring the telegraph and telephones under the postal 
powers I do not think could be seriously questioned. 

As to whether the Government can operate the properties as suc- 
cessfully as private owners can do under existing conditions, I am 
inclined to think, may be fairly determined in favor of such control ; 
but I am not at all satisfied in my own mind that a system might not 
be worked out which would change the conditions under which the 
properties have been heretofore operated which might riot result 
in something better than anything we have or which has been pro- 
posed in the shape of Government ownership ; but all these questions 
seem to be beside the question now before the committee. This resolu- 
tion, so far as it definitely affects future control of these properties, 
simply extends the period of Government control. 

As a member of the wire committee I have been brought in in- 
timate contact with the representatives of the various companies in 
fixing compensation agreements and in the renewal and extension ot 
their obligations, which have to be approved by the Postmaster Gen- 
eral. So far as I know all of the companies, with the exception of 
the Mackay Cos., which control the Postal Telegraph systems, are 
earnestly in favor of an extension of the period of Government con- 
trol to some definite date, not less than two or three years, which 
will cover a return of the country to normal business conditions. 

During the last four years this Nation has passed through a 
veritable industrial and financial upheaval. The process of restora- 
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tion and reconstruction after the war will present a number of prob- 
letns to the telegraph and telephone companies which they are in a 
bad position to solve to the best interests of themselves and the 
public if the properties are returned to the owners. Foremost among 
these are the problems of wages, i*ates, and elimination of unneces- 
sary competition. 

During these years prices have risen by more than 100 per cent. 
Our national income has increased from $35,000,000,000 to 
$72,000,000,000. The net income of the corporations of the country 
has increased from $4,339,000,000 to $7,500,000,000. The general level 
of wages has increased by approximately 70 per cent since the out- 
break of the European war. As compared with these general move- 
ments of prices, incomes, and wages, the prices for telephone service 
have, because of their control by State and local governments, in- 
creased but slightly. No index number has been prepared to show 
the actual rise. The net income of these companies, after increasing 
somewhat in 1916, has fallen until, at the present time, many of them 
can barely meet their customary dividend payments out of current 
earnings. The wage schedules of telephone companies have, on the 
average, increased by only 30 per cent, as against the general increase 
in wages of 70 per cent. These figures are all taken from Govern- 
ment reports. 

It is clear that under these conditions the companies are confronted 
with a troublous period of reconstruction. No one can foretell at this 
time what the movement of prices and wages will be during the next 
three to five years, nor what the new level will be when an equilibrium 
has been reached. We will, therefore, have a period of the greatest 
uncertainty, in which opinions will differ, especially the opinions of 
men who are primarily operators. 

The laborers of telephone companies are restive because of the dis- 
parity that now exists between their wages and those in other indus- 
tries, and in localities where competition exists between companies, 
because of the varying wages within the industry itself. The wages 
of telephone employees can be adjusted on some uniform basis, giving 
a satisfactory wage to the laborers of the. industry, if the properties 
are under a unified control. The adjustment of the wages of the 
400,000 telephone employees is a matter of great consequence and adds 
to the uncertainty of the situation so far as the telephone companies 
are concerned. The whole system of telephone rates must be reviewed 
as a result of general price movements and the profits of telephone 
companies. As the law now stands there is uncertainty as to the time 
of returning the properties. When they are returned the rate situa- 
tion will be chaotic, since many of the State commissions have refused 
to ratify or pass upon rate changes in any manner during the period 
of Federal control. They will presumably take time to consider 
these rates at the end of Government control. The situation of the 
companies will otherwise be most, uncertain. 

If Government control were to end at an early date the whole rate 
situation would be unsatisfactory from the, standpoint of the com- 
panies. Each company will have to make its own plans for rate ad- 
justment and resubmit its entire rate structure to its State commis- 
sion or city council, &s the case may be, with results often influenced 
by political factors which, as is so well known, figure in these mat- 



GOVERNMENT CONTROL 07 TELEGRAPH AND TELEPHONE. 11 

ters. There will be a flood of litigation for the companies who are 
financially able to spend the money necessary to enforce their conten- 
tions. The smaller companies will, in many cases, be unable to afford 
legal and technical experts to present their cases satisfactorily. 
These companies will suffer financial loss and, in some cases, ruin, 
and the telephone users will necessarily find the quality of their 
service deteriorating. It is inevitable that the rate controversies 
which will arise because of the increased operating expenses brought 
about by the war shall result in financial loss to the companies, in 
poorer service to the public, and in an era of antagonism between 
the telephone companies and the public. The obvious way to prevent 
all this is to extend the period of Government control and to work 
out the whole structure of rates on some standard scientific basis. 
This does not mean that rates will necessarily be raised, but it does 
mean that there will have to be a systematic revision. Although it 
is not generally recognized, strict analysis would lead to the conclu- 
sion that the falling value of the dollar has now led to a 40 per cent 
reduction in telephone rates as compared with the value of other 
prices and services. 

In addition to the benefits which will flow to the companies in the 
adjustment of wages and rates, the companies will benefit from the 
rapid elimination of wasteful competition which i^ being brought 
about under Federal control. There are still a large number of 
points at which telephone competition prevails. Such competition 
is annoyingf expensive, and unsatisfactory to the public, and in- 
evitably results in dire financial consequences to one or both the com- 
panies themselves. 

The committee on consolidation appointed by the Postmaster Gen- 
eral has received several hundred letters from public bodies request- 
ing the elimination of competition and unification of the service in 
their cities. The desirability of this sort of action is too well recog- 
nized to call for comment. From the standpoint of the companies 
there is a large amount of investment in plant which is unprofitable 
to one company or the other or to both. Perhaps the most striking 
single case of the evils of such competition is that of a company which 
operates in the populous and prosperous States of Illinois, Indiana, 
and Ohio. This company has earned less than 2£ per cent upon an 
investment of over $50,000,000 during the last three years. Five 
competing companies taken at random have an investment of $63,- 
000,000 upon wnich they earned, on the average during the two and 
one-half years ending June 30, 1918, $1,710,000. Their interest 
charges were $2,611,704. These companies failed to earn their in- 
terest charges by $901,551. In many localities the Bell Telephone 
system is also operating at a loss, -which must be borne by other sec- 
tions of the country if it continues to operate the entire system at a 
profit. 

Mr. Steenerson. I notice that line five of the resolution refers to 
the control and possession now existing. 

Mr. Lamar. Yes, sir. 

Mr. Steenerson. Are there some companies that are not in the con- 
trol and possession of the Government? 

Mr. Lamar. Mutual companies are eliminated. 

Mr. Steenerson. What do you mean by "mutual companies"? 
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Mr. Lamar. Those which combine and furnish service without 
profit. 

Mr. Madden. In farming communities? 

Mr. Lamar. Yes, sir. 

Mr. Steenerson. H&ve you not some other way of classifying 
them, because " mutual " is indefinite — everything is mutual. 

Mr. Lamar. I am using the general term. 

Mr. Steenerson. Where are such companies located? 

Mr. Lamar. AH over the country. 

Mr. Steenerson. In the cities or in the rural districts? 

Mr. Lamar. In the rural districts. 

Mr. Steenerson. Do you know how many of those there are in the 
United States? 

Mr. Lamar. No ; but there is a very large number. 

Mr. Steenerson. I was told 1,700 in Minnesota alone. 

Mr. Lamar. Yes, sir. 

Mr. Steenerson. You have not taken possession of any of them? 

Mr. Lamar. No; there was an order issued which expressly ex- 
cluded them. 

Mr. Steenerson. Have you that order? 

Mr. Lamar. I have not, but I can furnish it to the committee. 

Mr. Steenerson. That order defines the companies that are to be 
taken ? 

Mr. Lamar. Yes, sir. 

Mr. Steenerson. Speaking generally, how do you define those that 
are now in the control and possession of the Government, within the 
meaning of this resolution? 

Mr. Lamar. All other telegraph and telephone systems except those 
that I have termed generally mutuals, which have been described in 
detail in the order. 

Mr. Steenerson. All telegraph and telephone companies except 
those that you have not taken over. Are they large or small or 
both— these that you have ? 

Mr. Lamar. Large and small both. 

Mr. Steenerson. It does not depend on the size, then ? 

Mr. Lamar. No, sir. 

Mr. Steenerson. If it is a stock company and located outside the 
rural districts then you have possession of it ? 

Mr. Lamar. I do not think that would be an adequate description 
of it, Mr. Steenerson. It is all of the telephone systems that are 
operated for profit, practically. 

Mr. Steenerson. All the telephone systems and telegraph systems 
that are operated for profit? 

Mr. Lamar. Yes, sir. 

Mr. Steenerson. Excluding these which are generally located in 
the farming districts — rural districts? 

Mr. Lamar. They are not excluded unless they belong to the mutual 
type. 

Mr. Steenerson. What do you mean by " system," as used in this 
resolution ? 

Mr. Lamar. Well, that is a question that we have never been called 
upon to define definitely, but it means where there are two or more 
lines that are operated through exchanges. 
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Mr. Steenerson. That includes these holding companies, those 
that operate companies without having their officers acting in the 
matter but just simply a financial or ownership control; is that a 
"system"? 

Mr. Lamar. We have nothing to do with the corporations; we sim- 
ply take possession of the properties. 

Mr. Steenerson. You have nothing to do with the corporations ? 

Mr. Lamar. No ; except that they are designated by the Postmaster 
General to operate the properties temporarily until the general op- 
erating board can develop the entire system. 

Mr. Steenerson. 1 do not understand how you can say that when 
the fact is that the money all goes into the hands of agents of the 
corporations. We passed a law, at the suggestion of the department, 
with reference to the embezzlement of funds belonging to the com- 
panies. 

Mr. Lamar. They may have formerly been, and may be, in their 
corporate capacity, officers of the company, but under the order of 
the President they are now the agents of the Government in han- 
dling this property. 

Mr. Steenerson. Then under the law that you sent down — I sup- 
pose it came from your division — the money collected for telephone 
charges still belongs to the telephone companies, doQS it not? 

Mr. Lamar. No, sir; it belongs to the Government. 

Mr. Steenerson. The act so iv cites, does it not — that the money 
belongs to the telegraph or telephone companies? 

Mr. Lamar. I have not that a<t before me. 

Mr. Steenerson. You drew it? ' 

Mr. Lamar. T do not think it reads that wav. 

Mr. Steenerson. I am sure it does. Do vou hold that the monev 
belongs to the United States? 

Mr. Lamar. Absolutely. 

Mr. Steenerson. Then how do you pay it out without an act of 
Congress ? 

Mr. Lamar. These properties wer? taken over under the joint 
resolution passed by Congress authorizing that action, and the reso- 
lution authorizes the President to operate them " in such manner as 
may be needful cr desirable." This is very broad language. We are 
operating the properties under the resolution entirely. 

Mr. Steenerson. But you must either have the money belonging 
to the companies or else it belongs to the United States. 

Mr. Lamar. I think not, sir, in the sense in which you state the 
matter. 

Mr. Steenerson. Does it not belong to either? 

Mr. Lamar. Well, it belongs to the United States in the sense that 
it is in the Postmaster General's custody for the purpose of operat- 
ing these properties. It does not go into the Treasury. 

Mr. Steenerson. Do you know approximately how much the reve- 
nues of these telegraph and telephone companies that you have 
taken possession of amount to? 

Mr. Lamar. No; we are having that matter worked up now. 

Mr. Steenerson. They exceed the total revenues of the Post Offi e 
Department from other sources, do they not? 

Mr. Lamar. I have not had occasion to follow that; but they are 
quite large. 
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Mr. Steenerson. You have seen the commercial and financial re- 
ports of these companies, have you not ? 

Mr. Lamar. There are a great many of them. 

Mr. Steenerson. I think the American Telegraph & Telephone 
Co. alone reports a revenue of over $300,000,000 for 1917, does it 
not ? 

Mr. Lamar. I think so. 

Mr. Steenerson. And that is only one of the companies you have 
taken. 

Mr. Lamar. Yes ; and that is the largest by all odds. % 

Mr. Steenerson. Is it more than half? . 

Mr. Lamar. Yes. The Bell Telephone Co. represents $1,200,000,000 
in invested capital, and all the other telephone companies would not 
amount to more than $400,000,000, in addition. 

Mr. Steenerson. $400,000,000 in revenues? 

Mr. Lamar. No; $400,000,000 in investment. 

Mr. Steenerson. What a/bout the annual revenues? 

Mr. Lamar. I have not figures on that. 

Mr. Steenerson. You do not know how much the expenditures are, 
either ? 

Mr. Lamar. I could not give you those figures definitely ; no, sir. 

Mr. Steenerson. I simply want it in round numbers. 

Mr. Lamar. I can not give it in round numbers either, because this 
is a period of revision and organization and it is impossible to get 
down to the definite results you are asking for. 

Mr. Steenerson. Do you not know enough about the general af- 
fairs of the telegraph and telephone companies — you have been em- 
ployed in adjusting their contracts and must have command of some 
general information— to say that the revenues of these companies, 
of which you have taken possession and control, amount to more than 
the total revenues of the Post Office Department from other sources? 

Mr. Lamar. I presume they do. 

Mr. Steenerson. And the expenditures will amount to more or as 
much as the total expenditures of the Post Office Department? 

Mr. Lamar. Oh, yes ; taking into consideration the extension of the 
properties they amount to a great deal more. 

Mr. Steenerson. And this money will be taken in and will be paid 
out under the authority you are now exercising without any action 
on the part of Congress or any appropriation ? 

Mr. Lamar. We do not need any appropriations ; the properties will 
be operated on their own revenues. 

Mr. Steenerson. You are aware that the Constitution provides 
that no money shall be taken out of the Treasury of the United States 
unless it is pursuant to the action of Congress? 

Mr. Lamar. These operating revenues never get into the Treasury 
of the United States. 

Mr. Steenerson. You are aware that is the Constitution, are you 
not? 

Mr. Lamar. Yes, sir. 

Mr. Steenerson. And you said a moment ago that this money does 
not go into the treasury of the companies ? 

Mr. Lamar. No. 

Mr. Steenerson. It does not go into the Treasury of the United 
States ? 
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Mr. Lamar. No; it goes to the credit of the Postmaster General 
as operating head of the wire service under authority of the joint 
resolution, and every act done must come within the authority of 
that joint resolution. 

Mr. Steenerson. The matter, then, is of considerable importance 
to the people of the United States, when it is left in the hands of 
one man, who is appointed and not elected by the people, and he 
levies the taxes, so to speak, or the charges for all this service, 
amounting to four or five hundred million dollars a year, and pays 
it out without consulting Congress in any particular. 

Mr. Lamar. It is a very important question, sir. 

Mr. Steenerson. Next to the railroad control it is the largest 
financial authority there is in the world, is it not, vested in one man? 

Mr. Lamar. I may not have general information about all of the 
affairs of the world, but it is a pretty big proposition. 

Mr. Steenerson. And you say the department favors the indefinite 
continuance of this authority, and it is not bashful about exercising 
the authority? 

Mr. Lamar. The resolution was drawn in this form as a tentative 
measure and for the purpose of getting it before the committee to 
do as it pleased. I do not think the department is interested in an 
indefinite time, any great time or any short time. 

Mr. Steenerson. Who fixes the compensation of the telephone and 
telegraph employees ? Have you fixed it already or is it being fixed 
by you or by your department? 

Mr. Lamar. Under a general order issued by the Postmaster Gen- 
eral, who took possession of the properties, the general authority 
conferred upon the companies by the President's proclamation was 
extended so that the ordinary business operations of the companies 
were continued as they had previously existed until further orders 
were issued. , 

Mr. Steenerson. Are you in the course of determining the com- 
pensation of employees now ? 

Mr. Lamar. In a great many instances; yes, sir. 

Mr. Steenerson. You have determined the compensation of some ? 

Mr. Lamar. Yes. 

Mr. Steenerson. Have you employed these supervising officers, 
]ike Mr. Carlton and Mr. Bethel, to aid in the management of these 
systems ? 

Mr. Lai^ar. They are the heads of operation, the one of telephone 
and telegraph systems and the other of cable systems. 

Mr. Steenerson. What is the compensation of those men? 

Mr. Lamar. That is. not a matter which the department has had to 
deal with at all. They, are assigned from their respective organiza- 
tions to constitute a board in case of the telegraph and telephone; in 
Mr. Carlton's case he is assigned to manage the cables. Mr. Carlton, 
by the way, is a dollar-a-year man. 

"Mr. Steenerson. He is working for $1 a year for the Post Office 
Department ? 

Mr. Lamar. Yes, sir. 

Mr. Steenerson. But his real compensation is paid by the Western 
Union Co. 

Mr. Lamar. He is the president of both the Western Union and 
the cable company. 
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Mr. Steenerson. Not the Mackay Cable Co.? 

Mr. Lamar. No ; the two other cable companies. 

Mr. Steenerson. What are the names of the cable companies of 
which he is president? 

Mr. Lamar. Thev are called the Western Union Cables: thev are 
leased cables. 

Mr. Steenerson. And he gets his compensation from them? 

Mr. Lamar. I do not know what he gets; that is a matter for his 
companies to pay and they pay him what they please. 

Mr. Steenerson. How about Mr. Bethel — is he similarly situated ? 

Mr. Lamar. Mr. Bethel is the vice president of the American Tele- 
phone & Telegraph Co. 

Mr. Steenerson. Who pays his salary? 

Mr. Lamar. He gets his salary from his company. 

Mr. Steenerson. Does the department pay him anything? 

Mr. Lamar. Not a cent. 

Mr. Steenerson. Not even $1 ? 

Mr. Lamar. No, sir. 

Mr. Steenerson. An still you say that the money collected by these 
companies belongs to the United States; at least you said so a moment 
ago, and now these salaries are being paid out by the companies. 

Mr. Lamar. Let me make myself clear. The Government has taken 
the wires ; it has taken control of the operations ; it has taken control 
of the revenues they produce, but it has not taken control of the cor- 
porations themselves. The Government is obligated to the corpora- 
tions to pay a just compensation for the properties, and after the 
Government pays that just compensation to the companies, the com- 
panies can do with it what they see fit ; the Government has nothings 
to do with it, and I can not imagine that Congress has anything to- 
do with it. 

Mr. Steenerson. Who pays these salaries? 

Mr. Lamar. The companies. 

Mr. Steenerson. What do they pay them with? 

Mr. Lamar. They pay them out of the compensation or their non- 
operating revenues, which they have and with which we have nothing 
to do. 

Mr. Madden. Out of the allotment made by the Postmaster Gen- 
eral ? 

Mr. Lamar. It may be out of that. The Bell telephone system has 
a good many million dollars of nonoperating revenues through in- 
vestments in various properties in Canada and in the Western Elec^- 
trie Co., as well as other sources. 

Mr. Atres. Who pays the wages of the employees— that is, the 
wages of the operators? 

Mr. Lamar. They are paid out of the operating revenues of the 
properties. 

Mr. Ayres. By the board of advisors ; that is, the board of which 
you are a member, or are they paid by the companies ? 

Mr. Lamar. The companies are operating the properties tem- 
porarily, but directly under the general administration of the Post- 
master General. 

Mr. Ayres. Do you fix the rate of wages for employees? 
Mr. Lamar. To a certain extent; yes. We do not want to upset 
conditions any more than possible and have had to accept adjustments 
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of salaries that necessarily had to be made in the course of the man- 
agement of some of the properties. 

Mr. Ayres. In case or an increase in wages or anything of that 
kind is the matter taken up with you or with the local management of 
the companies ? 

Mr. Lamar. An increase ? 

Mr. Ayres. Yes ; in case of an increase. 

Mr. Lamar. Under the general instructions, if it is simply a ques- 
tion of the wages of a man here or a man there the companies are au- 
thorized, under the general instructions, to use their best judgment. 

Mr. Ayres. I am speaking of the employees generally. For in- 
stance, you have been having trouble in three or four places through- 
out the United States in the matter of wage adjustments, particularly 
at St. Paul, Minn., and Wichita, Kans. 

Mr. Lamar. And. we had it in Detroit, Mich. ; but in the Detroit 
case the question of wages and the question of rates both came up in 
the same connection, and the Postmaster General fixed a schedule in 
both cases — rates and wages. 

Mr. Paige. What is the object of the department in undertaking 
to solve all the problems of these telephone and telegraph companies 
to which you refer, wages, etc.? Is it in the interest of the com- 
panies, in the interest of the Government or in the interest of the 
public ? 

Mr. Lamar. The department is trying to view it in the interest of 
all concerned and that is its object in doing it. The Postmaster Gen- 
eral considers it to be his duty to operate these properties and every 
branch of them while he is in control, and he can not avoid the re- 
sponsibility of doing the best he can with the properties, where he 
has them in control. 

Mr. Paige. Do the telephone companies ask this for their relief, 
financial or otherwise? 

Mr. Lamar. Ask what? 

Mr. Paige. Ask for this resolution? 

Mr. Lamar. As I understand it, they are all in favor of it, except 
the Mackay company, and there is a very good reason why they do 
not ask for it. 

Mr. Paige. Then all of the insolvent companies are in favor of it 
and the solyent ones are not, and the Government is to step in and 
make good? 

Mr. Lamar. No. 

Mr. Steenerson. Now, about these Mackav companies — have they 
any voice in the management as has Mr. Carlton and Mr. Bethel ? 

Mr. Lamar. The Postmaster General selected Mr. Ward, vice pres- 
ident of the Commercial Cable Co. and operating head of that cable 
company, to operate both cable companies. 

Mr. Steenerson. Is he operating them? 

Mr. Lamar. No; he declined to act. 

Mr. Steenerson. So you turned them over to a competitor ? 

Mr. Lamar. Then they were turned over to the next best man who 
could be found to operate them. 

Mr. Steenerson. That is the system that was competing with Mr. 
Mackay's company? 

100392— 19— ft 1 2 
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Mr. Lamar. The Postmaster General tendered to the Mackay com- 
pany the management of the cables first, but they declined. 

'Mr. Madden. In your statement I think I understood you to say 
that the conipetition existing between the various telegraph and tele- 
phone companies of the United States resulted in a loss tq some com- 
panies and might result in their elimination, and I thought I would 
like to ask this question : If the companies are operating at a loss, as 
the result of which some may be eliminated, niight not that elimina- 
tion work out the problem to which you refer without assumption 
of authority and responsibility on the part of the Government of the 
United States; that is, without the intervention of the Government? 

Mr. Lamar. Why, on the principle of the survival of the fittest, I 
suppose so, even if the one which survives is operating under condi- 
tions that would not make life worth living after it had survived. 

Mr. Madden. Is the Government in any way concerned about the 
protection of the profits of the companies that are in competition with 
each other; and if so, why? 

Mr. Lamar. Well, broadly, I should say that if the companies are 
losing money the public is not getting adequate service. 

Mr. Madden. Has that been found to be the case? 

Mr. Lamar. It necessarily follows, I should think. When a com- 
pany gets on the down grade the service deteriorates. There is no 
escaping that; and you have that very condition throughout the 
country. 

Mr. Madden. What are the contract obligations of the Government 
under the present system of control? 

Mr. Lamar. I brought down the general form of contract that we 
enter into with the companies. 

Mr. Madden. I do not care anything about the form. I want to 
know what the obligations are. 

Mr. Lamar. The obligations are to keep up the properties in the 
same condition we find them and 

Mr. Madden. I mean the financial obligations. 

Mr. Lamar. The obligations are different in each case; it depends 
largely on what the company is earning. 

Mr. Madden. That is not the question I asked. The question I 
asked was: What are the obligations, that is to say, what are the 
aggregate obligations per annum? 

Mr. Lamar. You mean the aggregate obligations per annum or 
the contracts entered into? 

Mr. Madden. Yes. 

Mr. Lamar. That I can not answer offhand, but I could get you 
a statement of that. 

Mr. Madden. Then I would like to ask this further question: 
What amount is accorded to each company under the contracts en- 
tered into ? 

Mr. Lamar. Do you want a list of the companies where contracts 
have been entered into and the amount of compensation? 

Mr. Madden. Yes. Then another question: What is the annual 
income of each company and how does the income compare with the 
allotment made by the Postmaster General under .the contract? 
Have some companies been allotted more and some less than the 
income ? 
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Mr. Lamar. You want those figures? 

Mr. Madden. Yes. Then another question : What, if any, changes 
have been made in the rates to telegraph and telephone users since 
the wires were taken over ? Have they been increased or diminished ? 

Mr. Lamar. I will get that information for you. If there are any 
of those questions that I can answer offhand I will do so. But in 
this matter of compensation I think it well to state just how the 
contracts were drawn. When Congress passed the railroad bill the 
compensation was fixed on the basis of the revenues for three years, 
and when the telegraph and telephone resolution passed and the 
wires were taken over we prepared a questionnaire which was sent 
out to all these companies. Here is the Postal Cable Co. question- 
naire, by the way, and it shows the character of information we 
obtained covering this railroad period and covering the actual fig- 
ures for the first six months in 1918 and the estimated revenues for 
the ensuing year. We received only very few of these before we 
learned that we could save the Government millions of dollars under 
these compensation agreements by adopting some different basis 
from that you gentlemen adopted in the railroad legislation. 

In other words, it appeared that during the first year of the Euro- 
pean war there was stagnation of business or at least no development 
of business, and that during the second year there was a marked 
increase in business — telegraph, telephone, and other kinds of busi- 
ness — but there was a very slight advance in labor and wages ; 
that the companies had kept back the advance in wages while 
they were increasing the volume of business, so that the net revenues 
of all these companies were very much higher during the period that 
was named in the railroad act than we had any prospect of making 
out of these companies during the period of Government control, or 
certainly during the year following the entering into of these agree- 
ments. We had certain things in mind in making these compensation 
agreements. Of course the general value of the property was in the 
background. We did not want to allow any exorbitant return on 
the value of this property. I want to say in this connection that the 
value of this property has been figured carefully in each case, and 
wq have not made a contract where there was awarded more than 
6 per cent of the value of the property. There is another proposition 
we had in mind in preparing these contracts, and that was to protect 
the investing public, so that these contracts would not leave the com- 
panies in a position where they could not pay the ordinary dividends 
which they nad been paying before as well as interest on their obli- 

fations, but above all we insisted that they would have to show us, 
ef ore we entered into an agreement for any stipulated amount, that 
from the history of the properties, the existing conditions, the cost 
of labor at that time, and the increases that they expected to have 
during the first year we would be enabled, with the revenues available, 
to pay the compensation requested. 

Mr. Madden. Would that involve a reduction in the compensation 
to a company that was making large earnings and an increase in the 
compensation to a company that was making small earnings ? That 
is what I would like to find out. 

Mr. Black. In other words, would it penalize efficiency ? 

Mr. Madden. That is to say, would you, undBr your system of ad- 
justment, feel called upon to make a less allotment to a company out 
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of its earnings and take the surplus of that company in order to 
permit a larger allotment to a company that was not making a suffi- 
cient income? 

Mr. Lamar. No ; but I understand that charge has been made by 
the Mackay people. 

Mr. Madden. That is not the question — about what charge has been, 
made. I am asking the question 

Mr. Lamar (interposing). Among many of their very wild state- 
ments. 

Mr. Madden. I do not think my question involves a controversy 
that is existing. I am only asking these questions for information. 

Mr. Lamar. In dealing with these companies, no company goes 
into this agreement unless it is satisfied. Here is the form of contract — 
it is just a proposal. After we get together and thrash the thing out, 
for days sometimes, in order to find out the status of one of these 
companies, we agree upon the terms and the company's official makes 
up the proposal. There is only one company such as you suggest, 
that is the Postal Co., and no contract has been made with that com- 
pany and no disposition will be made of its surplus revenues until 
the Court of Claims acts or some adjustment is made with respect to 
the compensation. 

Mr. Madden. I am not interested in companies but I am only inter- 
ested in getting information. I would be very much obliged if you 
would cut out the side issues and just answer the questions. It is 
information that I am interested in and I am not at all interested in 
a controversy. 

Mr. Lamar. I am here to try to serve the committee. 

Mr. Madden. I wish you would be kind enough if you can, to an- 
swer m} T question. I want to know whether the department has en- 
tered upon the policy of making contracts with the various companies 
involved in Government control of the wires under which the de- 
partment would require one company, for example, if it made 
$1,000,000 a year, to take $500,000 and take the other $500,000 to pay 
another company which was only making $500,000 and to which an 
allotment might be made of $1,000,000. 

Mr. Black. And if they do not use the money for that purpose, 
what is it used for? 

Mr. Madden. That is the question I want answered. I am not 
interested in a controversy between companies at all; I am only 
interested in getting information. 

Mr. Lamar. In answering your question I will say that we can not 
require any company to enter Into a contract under any such terms. 
These companies make their proposals and we accept them. We do 
not require them to do this but they do it because they want a con- 
tract and they make this proposal on the terms that we feel we can 
afford to give, in view of the revenues, the proposal must be satis- 
factory to them. Therefore, we do not force them to take any such 
amount as you suggest. There is only one other case 

Mr. Madden (interposing). You have not answered the question 
yet. I want to know what the policy of the department is. 

Mr. Lamar. The policy of the department is to make compensation 
agreements with each one of these companies on terms that satisfy the 
companies and which, we think are right and will enable us to make 
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each property pay for its own operation as well as the compensation 
agreed upon: 

Mr. Madden. Does that policy involve the repayment from the 
revenues of a profitable company to be added to revenues of an un- 
profitable company? 

Mr. Lamar. If any company produces more revenue than we have 
to pay out in operating expenses on the one end and compensation on 
the other, it goes to the general fund and not to the company. 

Mr. Madden. In other words, you take the revenue from one com- 
pany and give it to another ; that is what it means ? 

Mr. Black. I understand you, Mr. Lamar, to say you had limited 
the earnings in any company, regardless of how desirable conditions 
might be ; that you have limited its earnings to 6 per cent on the old 
arbitrary figure. 

Mr. Lamar. I will say that it has worked out that way. What we 
have done is to limit the dividends. We have not made compensation 
to companies to pay dividends over'8 per cent, dividends on the stock. 
The stock is often very much less than the value of the property. 

Mr. Black. It might be more. 

Mr. Lamar. Generally speaking, the value of telephone properties 
is greater than the face of their stock and bonds, 

Mr. Ayres. If the department would have under your contract a 
million dollars over and above their operating expenses, and so on, 
that would go into the general fund? 

Mr. Lamar. Yes. 

Mr. Ayres. And then, if you had some other company that lacked 
$500,000 of paying the operating expenses, could they be paid out of 
that general fund? 

Mr. Lamar. If the Government assumed the obligation, they 
would. 

Mr. Ayres. That is the way it would have to operate ? Then, in 
the locality where the concern had made a profit, would the rates to 
the patrons of that company be the same as in the communities where 
the companies did not operate with a profit? 

Mr. Lamar. The general situation as it stands now is that we find 
all kinds of rates in different parts of the country. 

Mr. Ayres. Would there be a uniformity of rate to the users all 
over the country? 

Mr. Lamar. They are absolutely not uniform now. 

Mr. Ayres. Will they be? 

Mr. Lamar. There is a general movement now to standardize these 
rates by the Postmaster General. 

Mr. Ayres.. There would be an increase in the rates .to the users of 
these telephones over the rates at present? 

Mr. Lamar. Well, that depends altogether on whether there is a 
high operating cost and a high cost of labor. If these labor organi- 
zations are going to force the prices for labor that they are demand- 
ing — $8 a day for first-class telegraphers and $6.50 for second-class 
and $5 for third-class telegraphers — you see what they are " resolut- 
ing" to-day all over the country — yes; you are liable to have higher 
rates to meet such demand if they are to be accepted. 

Mr. Ayres. Do you think $10 a week is sufficient for a telegraph 
operator? 
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Mr. Lamar. No. Do you mean $10 a day ? 

Mr. Ayres. No; I am speaking of $10 a week and not to exceed 
$15, as they are paying in my town ; local operators, I am speaking 
about now. 

Mr. Madden. Where, for instance, it is shown that a company cov- 
ering a wide area has made a profit of $50.0,000, and that $500,000 
goes into the general fund to meet the obligations of the company 
that has lost $500,000, I want to know whether you consider it is 
just to the community served by the first company to take that 
$500,000 out of this fund and still maintain the rates. 

Mr. Lamar. That is- one of the number of problems before the 
department. We have that all over the country to-day. The Bell 
Telephone Co. has been having a surplus of all the way from $10,- 
000,000 to $15,000,000 a year for a number of years. When we 
started to negotiate the contract that was the stumbling block for 
some time, as to what would be done with that surplus. The Post- 
master General took the position that there was not going to be any 
surplus to credit to the companies; he insisted upon a flat contract 
covering what is was determined they ought to have, and so finally 
they yielded on that proposition. The increased cost in labor has 
more than wiped out that prospective surplus of the Bell Telephone 
Co. How are we goinp* to tell you what the expenses will be? That 
shows you what we have to calculate on if we are going to bring ex- 
penses within the revenue; we have to have some margin, and this 
all the companies except the Postal concede. 

Mr. Ayres. Take the case of one community where you have, the 
very best service and a reasonable rate, and are paying good wages 
to the employees because of the good management and good invest- 
ment, do you take the surplus of that company and assist a company 
in a community within a hundred miles of this one, when the com- 
pany you have assisted is not giving as good services to its patrons 
and not paying as good wages to its employees, and at the same time 
reimburse that company for its losses. 

Mr. Lamar. No ; but there are difficulties in reaching compensation 
agreements. Take the State of Michigan alone. The Bell Telephone 
property, on the rates that were in force at the time we started in, 
were losing over a million dollars a year, and they had to make it up 
by charging more in other localities where the going was easier. 

Mr. Paige. Why is it that the Post Office Department, with all its 
. activities, desires to take up these problems existing all over the 
country ; is it in the interest of the public or the telephone companies 
or who ? 

Mr. Lamar. I think it is to the interest of both. I think if these 
conditions can not be corrected, the public is going to suffer more 
than at present. This is not my policy. I have nothing to do with 
the policy. As an official, I am simply attempting to operate the 
properties successfully under the policy that has been adopted, which 
was authorized by Congress. 

Mr. Paige. I understood you some time ago to state that some tele- 
phone company was operating at a loss. Was that in Kansas, Texas, 
and Missouri ; principally those three States ? 

Mr. Lamar. No ; I can not say that it is. In Missouri there has 
been a readjustment of rates as conditions arose. I think the com- 
panies in Missouri are now in fairly good shape, all of them. 
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Mr. Paige. How about Texas? 

Mr. Lamar. In Texas you have some bad situations. In Houston, 
Tex., th'e property has been operating at below operating expenses, to 
say nothing of not paying a dollar's interest. 

Mr. Steenerson. Operated at a loss ? 

Mr. Lamar. At a loss. 

Mr. Paige. Mv 19 dispatches are from Texas, Kansas, and Mis- 
souri, so I thought that must be the weak link in the chain. 

Mr. Lamar. No; we have not many cases in Texas that give us 
any trouble. In Missouri the situation is far better than many other 
States, and I think Kansas is in fairly good shape. 

Mr. Black. Suppose that the Public Utilities Commission of 
Dallas, which is perhaps the city council, refuses to give adequate 
rates to the telephone companies so that they may pay their operating 
expenses and a reasonable dividend 

Mr. Lamar. Which they have never done. The franchise rate at 
Dallas is below the cost of the service. 

Mr. Black (continuing). Do you think it is the function of the 
Federal Governtiient to undertake to reach conditions of that kind, 
or do you not think it is better for the people of Dallas to be without 
telephone service until they have sense enough to correct their own 
affairs ? 

Mr. Lamar. It depends on whether or not the Government is going 
to have anything to do with the operation of the telephone systems. 

Mr. Black. If we are going into the Government-ownership busi- 
ness, I agree with you, but if we are not the sooner we quit taking 
up these problems and let the people find their own remedies, the 
better it will be. Suppose the street car system of Dallas is running 
at a loss, as they contend, would it be the duty of the Federal Gov- 
ernment up here to undertake to stabilize that industry, or would it 
be better for Dallas to have the situation squarely confront them 
that they must either allow an adequate rate or be without street 
car service? 

Mr. Lamar. Of course the transportation companies are a very 
different matter. 

Mr. Black. I do not understand that there is a bit of difference 
unlefes we are going to adopt the policy of Government ownership of 
telephone and telegraph companies. I agree if we adopt it, that 
would be one of the first duties. I want to ask your opinion upon 
the powers of the Postmaster General under the existing law. Take 
the city of Houston, as you mentioned it. It is my understanding 
that the telephone company of that place secured its franchise by an 
agreement to operate at certain rates. That was the contract, and the 
time has not expired. The Postmaster General has ordered that those 
rates be increased .above that contractural rate. I will admit that 
in time of war probably he had that power, but do you think that the 
Federal Government, unless it actually owns property of that kind 
by having purchased and paid for it, do you think in time of peace 
the Postmaster General would have the constitutional authority to 
go down there and say to the city of Houston, " Notwithstanding you 
have made a contract with a public-utility corporation that operates 
wholly within your city, I can say here from Washington that your 
contract is unjust and null and void, and you shall pay a higher 
rate." Do you think he could do that constitutionally ? 
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Mr. Lamar. Absolutely. We have nothing to do with the com- 
pany ; we are operating the property. 

Mr. Black. We have not got a cent invested in it. 

Mr. Lamar. We have these properties to operate. 

Mr. Black. Under the war power, but do you think after the war 
necessity has passed that Congress has any constitutional authority 
to do that unless it owns the property ? • 

Mr. Lamar. I am going to answer the question as to the present 
time. 

Mr. Black. Is not this extension beyond the war period ? 

Mr. Lamar. The obligations of the town with the company cer- 
tainly are suspended, because the company is not operating these 
properties there. , 

Mr. Black. Conceding you had the legal right in time of war to 
take over the control. 

Mr. Lamar. Under the postal power there is no question in the 
world but that we can take those properties. 

Mr. Black. And pay for them and buy them ; but if they are owned 
by private owners can you do that? 

Mr. Lamar. Yes ; we can do that. I do not think there is any ques- 
tion about it ; as long as the Government has constitutional power over 
them to control and operate them, it can operate them as it sees fit. 

Mr. Black. I do not concede that power at all. 

Mr. Lamar. And the revenues are the Government's revenues. I 
can not see that the contract between the town and the company has 
anything to do with the case at all. 

Mr. Black. I do not see how you can do that unless you buy the 
property and pay for it. 

Mr. Madden. That was the power the Postmaster General exercised 
when he issued an order that $15 was to be charged for the installa- 
tion of a telephone? 

Mr. Lamar. That was done as a war measure to retard development, 
when the companies could not get sufficient supplies to enable them 
to put them in. ' 

Mr. Ayres. Upon that same theory you could take in any street 
car in the United States. • 

Mr. Lamar. Under the war power, you might. There is no ques- 
tion about the power to do it under the postal authority. 

The Chairman. This is not a Government ownership proposition 

at all. 

Mr. Black. Where they have a good many local telephone ex- 
changes that are not owned by the Bell telephone system or one of 
he other large companies, do you have any contract with them by 
rhich you are to pay these any compensation? Take the local tele- 
phone exchanges in a little town like Detroit, Tex., for instance. 

Mr. Lamar. It is utterly impossible to make all those compensation 
agreements at once. The order covers them all. 
Mr. Black. Is it contemplated to make compensation agreements 

with them? 

Mr. Lamar. They are running their properties right now for Gov- 
ernment account. There is an order issued by the Postmaster General 
which covers those companies. 
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Mr. Black. Is it contemplated that the Government will eventually 
make contracts with every telephone company in the United States 
of a small nature that were included in the order? 

Mr. Lamar. Yes. 

Mr. Black. How many States does the American Telegraph & 
Telephone Co. operate in — all of the 48 ? 

Mr. Lamar. I suppose all of them. 

Mr. Black. What percentage of local exchanges does it own? 

Mr. Lamar. A very large percentage of them, I think. 

Mr. Black. Does it have subsidiary companies? For instance, 
the Southwestern Telegraph & Telephone Co., is that a subsidiary of 
the American Telegraph & Telephone Co. ? 

Mr. Lamar. It is what they call a constituent company ; one of the 
. Bell system. % 

Mr. Black. What is their system of affiliation? 

Mr. Lamar. The system is this : The American Telegraph & Tele- 
phone Co. is a holding operating company. It owns the patents and 
franchises, and these companies, such as the Chesapeake & Potomac 
Telephone Co., operating in Washington and Baltimore, are con- 
stituent companies. They pay the Bell Co. 4J per cent of the gross 
earnings for the use of all the instruments, which are kept in repair 
by the Bell Co., and the Bell Co. does all the engineering, providing 
for just how the wires shall be placed in order to make a homogenous 
system. I have copies of the provisions and can show them to you. 
That 4| per cent covers the gross revenues, of the local company. 
Then the Bell Co. itself, the A. T. & T., furnishes the long-distance 
lines, the local company does all the local exchange work and con- 
nects up with these long-distance lines, and a percentage of the long- 
distance toll goes to the long-distance company. The A. T. & T. is 
essentially a long-distance line as an operating branch of the service. 

Mr. Black. And by this method of constituent companies it is 
really affiliated with the larger number of telephone companies in the 
United States? 

Mr. Lamar. I should not say the larger number, but the larger 
properties. 

Mr. Holland. What extension of time would the department sug- 
gest? 

Mr. Lamar. I do not know that the department has any definite 
time to suggest, except as indicated by the telephone companies. 
They think it would take two or three years to at least bridge over 
this abnormal period. 

Mr. Holland. You think the department would probably suggest 
an extension of two or three years? 

Mr. Lamar. The general opinion is about three years ; some think 
five vears and some think about three years. 

Mr. Holland. Are these properties now being operated by the 
Government at a loss or at a profit? 

Mr. Lamar. I have not the balance sheet on that, but some of them 
are doing better than we expected and some are not doing quite so 
well, due to the local labor conditions that have caused a falling off ; 
but they will be operated on their revenues. There is no question 
about that and no appropriation by Congress will be needed. 

Mr. Holland. In view of the peculiar conditions that will exist 
probably during the next two or three years, it is expected that the 
profits will increase or that the expenses will overbalance the profits? 
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Mr. Lamar. The general impression is that we have reached a high 
tide of labor demands, but as I have shown, the average increase in 
wages generally throughout the country has been about 70 per cent, 
and the advance so far in the telephone wage rates has not exceeded 
30 per cent, so that there is still a very insistent demand on the part 
of the employees of telephone and telegraph companies for a further 
increase so as to bring them within range of the laborers who have 
had their wages increased so much more. 

Mr. Holland. If any loss should be sustained, who would pay it, 
the companies or the Government? 

Mr. Lamar. If there is any loss sustained the Government would 
be responsible for it under this act. 

Mr. Holland. Why can not these companies operate these proper- 
ties just as economically as the Government can? 

Mr. Lamar. They can not do it on account of the Sherman anti- 
trust act. 

Mr. Holland. With that amended, there is no reason why they 
could not do it? 

Mr. Lamar. If that law is amended so that one may swallow all of 
them, they may be able to operate the properties better than the 
Government if allowed to inaugurate an adequate and comprehensive 
system of rates. 

Mr. Black. I notice you stated that on account of the delayed 
construction and the probable necessity for new financing it is neces- 
sary to extend this time of Government control. Suppose we extend 
the time of Government control to a definite period of two years, and 
the Texarkana Telephone Co., which owns the local exchange in 
Texas and operates many local exchanges and owns the local ex- 
change in my home town, needs financing, has the Postmaster General 
any authority to finance it for any extensions? 

Mr. Lamar. That is all covered by the contract. What they do is 
this : They obligate themselves to raise the money on the properties 
for such extensions as the Postmaster General and the companies 
agree upon as proper extensions, and the Postmaster General as- 
sumes the cost of the money, the interest on the money. There does 
not seem to be any difficulty. 

Mr. Black. The point is, what assistance will the Government be, 
other than possibly guaranteeing the payment of interest, during the 
period of two years? The Government will not assume any obliga- 
tion to pay those securities? 

Mr. Lamar. It does not assume any obligation to pay those secu- 
rities, but the mere fact that they are operating under those condi- 
tions, with a contract that is favorable to the investors, enables them 
to get what money they need. 

Mr. Black. Do you think a two-year period would assist the Tex- 
arkana Telephone Co. in floating 30-year bonds? 

Mr. Lamar. I do not think it would help very much in Texarkana, 
or Houston and some other places that are insisting that their fran- 
chise agreement be carried out, under which it is manifest to the 
man that is walking down the street that the company can not get 
enough money to pay operating expenses. I do hot think a guaran- 
ty like the Government would give would help them to get any 
money in such cases. 
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Mr. Black. In a case of that kind it is up to the people. If they 
haven't sense enough to allow public utilities to charge a reasonable 
rate they ought to suffer for it, and not the public by general taxation. 

Mr. Madden. You say the Postmaster General would have to agree 
to any improvement sought to be made or any application for the 
issue of securities and sale for the development of the company 
before the company itself could enter upon an extension ? 

Mr. Lamar. That is provided in the original act. 

Mr. Madden. In that case the chances are that the Postmaster Gen- 
eral would say that they could not do it? 

Mr. Lamar. You have to provide new facilities if you are to 
keep up with the public demand for service. The more service you 
have the more phones have to be put in and the better the returns 
are. There is nothing there to make the Postmaster General want 
to retard development. 

Mr. Ramseyer. You have not the cables? 

Mr. Lamar. No contracts have been made for the cables. 

Mr. Ramseyer. None of them? 

Mr. Lamar. None. 

Mr. Ramseyer. I understand you have entered into contract with 
all the telephone and telegraph companies and cable companies ex- 
cept the Mackay Co.? 

Mr. Lamar. We have entered into no contract with the cable com- 
panies at all. 

Mr. Ramseyer. You ^ave entered into contract with all the other 
companies ? 

Mr. Lamar. Most of the large companies except the Mackay Co., 
as owners of the Postal Telegraph. 

Mr. Ramseyer. What is the trouble there? 

Mr. Lamar. I am glad you asked me that question. We had a 
great deal of difficulty with the Mackay Co. from the very start. 
We found that there are about 40 companies that compose the Mac- 
kay system. Those companies are organized in various States for 
purposes of their own, in some instances to meet the requirements of 
local State legislation, and some of the purposes apparent to my 
mind I ,do not care to mention now. Those companies, as individual 
companies, had to report to the Interstate Commerce Commission the % 
results of their operations on the forms required by the Interstate 
Commerce Commission, and in the aggregate for a series of years 
the figures are reflected in those various items, the capitalization 
and net profits, etc. [indicating]. 

Every one of those reports was sworn to, but when we sent out 
this Post Office Department questionnaire they swore to another re- 
port and sent it in, this latter report shows it is from the head- 
quarters of the Mackay Co. The operations of these companies is 
shown in the aggregate. There is a great and significant divergence 
in the figures. We tried to harmonize the figures and gave them \ / 
every opportunity to harmonize the figures. They did not do it, and, */ 
failing in that, we asked for a valuation of the property. They in- 
sisted that no valuation of the property had been made, and they 
could not even guess what it was, and that they had no idea what it 
was. According to the figures furnished the Interstate Commerce 
Commission, they swore that the property was worth about $6,400,- 
000. It was manifest that the property was w T orth several times that 
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amount, taking the miles of pole lines and the well-known condition 
of the poles, number of wires, etc. We reached the conclusion that 
the property might be worth $28,000,000. The net revenue from the 
operations of this company, according to its sworn statement made 
on the questionnaire (over $4,000,000), was manifestly too much for 
dividends upon a fair valuation of the property and many times 
what they should be upon the sworn valuation made by these com- 
panies to the Interstate Commerce Commission. 

So we were left with little data of value to act upon except their 
statement that they were making something over $4,000,000 a year 
net revenues. The Mackay companies wanted the Government to 
obligate itself by one of these contracts to pay them what they said 
they were making out of the property. 

Then we looked into it from another angle. We found this was 
n* not a national system at all. It bnly handled the class of messages' 
that pay the most. So it is possible that it could make a higher 
profit from the cream of the telegraph business ; that is, more money 
on the investment than in a system which has offices scattered every- 
where and forming a national system with some unprofitable busi- 
ness, such as is found in the Postal Service. It was thought unfair 
to the public to take the Postal property on the terms proposed, but 
the Postmaster General decided that in order to give the Court of 
Claims jurisdiction some award ought to be made. This was done 
as fairly as could be done with the facts before us. 

Mr. Madden. What was the amount you were willing to pay to 
the Mackay firm, what percentage? 

Mr. Lamar. I think it was about a million six hundred and eighty 
thousand dollars. 

Mr. Madden. Was it 50 per cent of the revenue? 

Mr. Lamar. It was less than what they claimed to be his net 
revenue. 

Mr. Steenerson. Giving him $4,209,000. 

Mr. Lamar. If it was operated on such terms by the Government 

there would be something wrong with the system, for I do not think 

Congress or the people would stand for the Government operating a 

> particular piece of property and paying 50 or 75 per cent dividends 

and interest on the investment very long. 

Mr. Paige. Have you had enough experience to justify you in de- 
termining what would be the right thing; has the Government had 
sufficient experience? 

Mr. Lamar. We do not pretend to have done exactly the riglit 
•thing; we have done the best we could. In my judgment, for the 
purposes of this award, we have valued that property at as much as 
it will possibly stand. 

Mr. Paige. You say you do not pretend to have done the right 
thing? 

Mr. Lamar. No ; we could not tell then, and it will require determi- 
nation by the courts to determine the right thing in this case. 

Mr. Paige. In what respect did you fail to do the right thing ? 

Mr. Lamar. We did not know what the right thing was, whether 
the award was higher or lower than it should be. We had to guess 
it. The award shows it is a guess, and shows why it is a guess — be- 
cause the company did not give the necessary information. 
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Mr. Paige. Do you think you are justified in asking this committee / 
to recommend the passage of legislation where everything you have v 
stated is a guess? 

Mr. Lamas. I do not think we have guessed very much on anything 
else except this matter, though, of course, many estimates have been 
used in other matters. 

Mr. Paige. I have asked you a great many questions on a number 
of things, and you have not been able to answer one of them. 

Mr. Lamar, i ou have asked for figures, and I will be able to get 
them for you. Here is a statement the Postmaster General gave 
out [exhibiting paper] : 

The Chairman. That can be inserted in the record. 

Mr. Paige. You have not made an agreement with the Mackay Co. i 

Mr. Lamar. Oh, no. 

Mr. Paige. Is the case in the Court of Claims now ? 

Mr. Lamar. No; they have not gotten to the Court of Claims. I 
do not think they will ever go there ; I do not think they will attempt s 

to explain those affidavits in court. I think they will accept the com- / 
pensation before they will do that. They have too much to explain, 
if our experience with them is of any value. 

Mr. Paige. You have made them an 'offer? 

Mr. Lamar. An offer. 

Mr. Paige. Is that in your statement? 

Mr. Lamar. Oh, yes. 

Mr. Madden. What per cent of their income did that offer 
amount to ? 

Mr. Lamar. It was about 6 per cent of the estimated value of the 
property, on the basis of $28,000,000, whatever that amounts to. 

Mr. Black. Do you know how much stock is watered ? 

Mr. Lamar. I do not think that is the trouble. 

Mr. Black. You do not think any of it is watered ? 

Mr. Lamar. There are very few signs of it here. The capitaliza- 
tion is very low. 

Mr. Steenerson. Is that figure correct? Mackay says the Post- 
master General "awarded the Postal Telegraph system $1,680,000 
per annum for the seizure of its lines. This leaves only $880,000 for 
the company after paying the interest." 

Mr. Lamar. That may be true. 

Mr. Steenerson. They print the statement of Barrow, Wade, 
Guthrie & Co., chartered accountants, New York and London, which 
says : 

We have examined the books and accounts of the Mackay Co.'s Postal Tele- 
graph system for the year 1917, and hereby certify that the above statement 
showing a balance of $4,269,547.61, is correct, subject to a deduction of 
$800,000 for bond interest. 

Did they furnish that to you ? 

Mr. Lamar. Yes ; they furnished a statement of that amount. 

Mr. Steenerson. Over $4,000,000, and you have allowed $1,000,000 ? 
. Mr. Lamar. Yes; $1,680,000. 

I may call the attention of the committee to the fact that the low 
valuation of the Postal Telegraph properties sworn to in its report 
to the Interstate Commerce Commission, namely, $6,647,472, if fol- 
lowed by the State tax authorities will enable the Mackay Cos. to 
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avoid taxation on over $20,000,000 upon the basis of $28,000,000 
valuation used by the Postmaster General in arriving at his award 
of compensation to the Mackay Cos. for the use of these properties, 
and which compensation the Mackay Cos. now claim is grossly inade- 
quate. 

If the sworn statement of the Mackay Cos. to the Interstate Com- 
merce Commission as to the value of this property is correct, then 
the compensation for the use of the property by the Government 
insisted upon by the Mackay Co., namely, $4,200,000 per annum, if 
granted, would be 63 per cent per annum on the investment value. 

If $28,000,000, the basis used by the Postmaster General in his 
award, should prove to be the maximum valuation of the property, 
then the $4,200,000 claimed by the Mackay Cos. to be the just com- 
pensation would be about 15 per cent on the investment value of the 
property, or between two and three times as much as the compensa- 
tion fixed by agreement with the other telegraph and telephone com- 
panies. The Mackay companies in their sworn statement to the 
Interstate Commerce Commission charge to depreciation on these 
properties for the year 1916 $2,197,900. The charge for the samt 
period as appears on their sworn answer to the questionnaires to the 
Post Office Department is $427,803. For the year 1917 their report 
to the Interstate Commerce Commission showed a depreciation 
charge of $2,350,200. while the amount of depreciation for the same 
period reported on the questionnaires to the Post Office Department 
was only $448,975 ; and, I may add, in their statement before the wire 
committee the officers of the company claimed that the latter figure, 
$448,975, represented the maximum amount ever actually applied to 
depreciation in any one year. In view of the conflicting sworn state- 
ments of the Mackay Cos. referred to, the Post Office Department 
knows of no way to adjust the matter except in a suit in the Court 
of Claims, where evidence could be taken and the matter judicially 
determined, but this course does not seem to be acceptable to the 
Mackay Cos., who apparently prefer to try it out in the newspapers. 

The Chairman. Unless there is some other member of the com- 
mittee who wants to ask questions before I do, I want to ask a ques- 
tion. Do vou make contracts with the companies to pay a certain 
compensation to each company ? 

Mr. Lamar. Yes. 

The Chairman. Is that to be paid out of the whole fund, or out 
of the earnings of that particular company? 

^ Mr. Lamar. No ; there is nothing said about the earnings of a par- 
ticular company. 

The Chairman. If a company earns more than you pay it. the 
surplus goes into the general fund ? 

Mr. Lamar. Yes. 

The Chairman. And that mav be paid to another company? 

Mr. Lamar. It may be utilized for any purpose, and if we contract 
to pay more than we are earning, temporarily, until the rates are 
readjusted, we have to get the money that is available. 

The Chairman. At any rate, any company with which vou con- 
tract gets the compensation contracted for, and you have the right 
to do with the surplus what you see fit, under the law? 

Mr. Lamar. Yes. 
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The Chairman. In order that we may understand you clearly, why 
is it that you regard it important for the Government to continue 
its present control, rather than to turn these properties over now to 
the telegraph companies? 

Mr. Lamar. I do not think the companies are in condition to ac- 
cept them back under present conditions — labor and material, etc. 

The Chairman. Would it be operated at a loss to the companies ? 

Mr. Lamar. I think it would be liable to bankrupt some of them. / 

The Chairman. How would it affect the general public? a 

Mr. Lamar. If the property is in bad shape the general public will 
suffer. 

The Chairman. I take it from that view that you would regard it 
as proper for this bill to be amended so as to fix a definite time in 
which they shall be turned back, so that the companies and the Gov- 
ernment can adjust the situation to prevent loss both to the public 
and the companies? 

Mr. Lamar. Yes. 

The Chairman. What do you say to an amendment of this sort 
to this bill, " Provided, That the Treasury of the United States shall 
not be called upon to pay for. the maintenance of this system of tem- 
porary Government control, and all the money to be expended by the 
department will be limited to the revenues derived from service"? 
Or course, that is not the exact language that would be used. 

Mr. Lamar. I see no objection to such an amendment. In fact, 
such a provision in the law might make definite now what a good 
many gentlemen do not seem to understand, and I think it would be 
better if we were to have such an amendment as that. 

The Chairman. So that if this resolution, as amended, were 
passed, fixing the time and providing that there should be no expense 
on the National Treasury on account of this operation, that there 
would be no possible loss to the Go.vernment, and that the people 
would be benefited by the service ultimately, by the perfection of the 
system, and that the companies themselves would be benefited by the 
further extension of this time, I think all matters could be adjusted. 

Mr. Lamar. There is only one question thdt occurs to my mind. 
Of course, in order to have the provision constitutional, even having 
a limited period of time, just compensation must be made to the com- 
panies. If you provide definitely in terms in this act — I do not 
think it is necessary, but if you do that in terms — that rates should 
be fixed so as to produce the revenue necessary to handle these prop- 
erties without cost to the Government, you would meet a constitu- 
tional question that might be raised. We had that very point raised 
in the suit by the Commercial Cable people in New York by Judge 
Hughes. He contended that the provision for the Court of Claims 
automatically fixing the compensation was not a compliance with 
the Constitution. 

The Chairman. Your suggestion is — that is, the revenue should 
not be sufficient in order to get the compensation they are entitled 
to under the contract — under the Constitution you might have to go 
into the Treasury to get the money ? 

Mr. Lamar. Yes ; it must appear on the face of this law that there 
is an adequate provision for this fund in order to meet the require- 
ments of the Constitution. 
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The Chairman. I do not mean an amendment in that language, 
but an amendment that means that the expense shall come from the 
revenues derived from the companies. 

Mr. Madden. In other words, you would be required, if your sug- 
gestion was carried to a logical conclusion, to include a provision in 
this bill to authorize them to make such legislation as would direct 
Congress to bring about that situation. 

Mr. Afres. You would have to deal with interstate commerce, 
would you not? 

Mr. Steenerson. It seems to me impossible for Congress to enact 
legislation of that kind, because the resolution always provides to 
get it into the Court of Claims, and we are liable to have incurred 
losses of many millions of dollars already, and we can not legislate 
out of that. 

The Chairman. Of course not on that question, but I think .a pro- 
vision might be drawn so that after the contracts are made the com- 
pensation may be limited to the revenue derived from the whole 
system or else the property would go back. 

Mr. Steenerson. But hundreds of these contracts have already 
been signed, where we agreed to pay a definite sum, and if we do not 
earn that the Government has to pay it. 

The Chairman. Of course, you can not affect any contract that is 
already made. 

Mr. Lamar. There are two branches to this question: One is the 
responsibility of the Government for the use of these properties and 
the other is the direction to the Postmaster General as to how to 
raise the money. I think you have power to put in an amendment 
directing the Postmaster General how to raise this amount of money 
out of these properties. That has nothing to do with the question of 
just compensation, which is provided for. 

The Chairman. Of course, there is no method by which you can 
prevent just compensation for the property. Can you draw an 
amendment along the lines you have suggested ? 

Mr. Lamar. I think so. 

Mr. Steenerson. If you authorize them to raise the rates, of 
course, it follows that they can raise the rates to suit themselves. 
There is no limit on that. 

Mr. Black. Do you not think that if the Federal Government con- 
tinues to operate and control these telegraph and telephone compa- 
nies thfere will be a more persistent insistence for higher wages than 
there would be if they were turned back to the companies? 

Mr. Lamar. It work two ways. You will have the same thing 
with these people that you had with the letter carriers. 

Mr. Black. The reason I suggest it is that I have received a letter 
from a telephone manager in a local exchange, in which he says I can 
make myself the most popular man in the United States by seeing 
that the" telephone employees get the same wages as the postal em- 
ployees. Already they are raising that question. 

Mr. Lamar. If you want to find out how these labor people feel 
about this, here is another statement headed " Confidential communi- 
cation," sent out by the president of the International Telegraphers' 
Union, in which he forecasts just exactly how they propose to work 
from now on. It shows what they have done heretofore and what 
they wish to do this year. 
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Mr. Ayres. I wish you would put that in the record. 
The Chairman. There are two; one, I notice, on the operation of 
the telephones and another on the question we were just diseussing. 
(The papers above referred to are as follows:) 

Office of Information, 
Post Office Department, 

November 20, 1918. 

Postmaster General Burleson announced to-day that he had found it im- 
possible to accept the proposal of the Postal Telegraph-Cable Co. for compen- 
sation for its land lines during the period of Government control, and had 
therefore made an award fixing the compensation at a figure which was be- 
lieved to be just, in view of the best information obtainable by the department. 

Inability to come to an agreement with the Postal Telegraph-Cable Co. was 
due to the fact that figures furnished to the department by that company were 
greatly at variance with those furnished under oath to the Interstate Commerce 
Commission by the component companies, who, I am informed, own the plant 
and equipment used in the operation of the Postal Telegraph-Cable Co.'s land- 
lines. 

The Postal Telegraph-Cable Co. is composed of a number of component com- 
panies, each of which makes returns under oath to the Interstate Commerce- 
Commission on the regular prescribed form. The records show that for the 
calendar year ended December 31, 1916, the total investment in plant and. 
equipment as reported for the 39 companies covered by the award amounted to 
$6,647,472. The gross revenues of these companies as reported to the Inter- 
state Commerce Commission were for that year $12,096,586, and the net in- 
come after deducting the operating expenses and taxes was reported to be 
$332,343, while on the sworn questionnaire furnished to the department the 
Postal Telegraph-Cable Co. stated their net operating income for the land 
lines for this same year (1916) to have been $4,157,670.44. In their report to> 
the Interstate Commerce Commission for 1916 the component companies charged. 
$2,197,900 for depreciation. In the information furnished to the department 
the charge for depreciation during that period was placed at $427,803. 

In the report of these component companies to the Interstate Commerce Com- 
mission for 1917, the gross revenues are reported to be $12,855,420; and the net 
income to be $117,264. In the questionnaire furnished to the department by the 
Postal Telegraph-Cable Co. the net income for 1917 of the land lines is stated 
to be $4,485,593,34. The depreciation charge made in the report to the Inter- 
state Commerce Commission for 1917 was $2,350,200; while in the information 
furnished to the department for the same period the depreciation charge was 
placed at $448,975. 

The company stated that they were unable to furnish the department with 
any approximate valuation of their property, as they were without knowledge 
as to the amount invested in the plant. The figures furnished by the company 
to the Post Office Department showing net operating income and depreciation 
charges were so at variance with those reported to the Interstate Commerce 
Commission that this, coupled with their inability to furnish any information, 
as to the value of their property, made it impossible for the Postmaster General 
to accept their proposal and very difficult to fix the compensation. The depart- 
ment, therefore, proceeded to determine as nearly as possible from the best in- 
formation available the value of the properties and to fix a just compensation. 
In doing so the same general principles were followed with respect to the valua- 
tion of the properties as were employed in fixing the contract for the Western 
Union Telegraph Co. 

The statement contained in Mr. Mackay's letter dated November 11, 1918, 
and which has been made public by him, to the effect that the compensation to 
the Western Union Co. is more than that company's earnings for 1917, is not 
based on facts. The compensation allowed the Western Union Co. by the de- 
partment is approximately $2,500,000 less than its income for that year from, 
the land lines. 

The Postal Telegraph-Cable Ca is the only wire company with which the 
Post Office Department has had any difficulty in coming to an agreement as to 
compensation. 

It will be seen, however, that when the land line companies reported their 
net operating revenues for the year 1916 to be $332,343, and for the year 191T 
to be $117,264, that the department could not yield to their demands that they 
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be paid $3,800,000, and interest, as a just compensation, and therefore awarded 
what it believed to be just compensation in view of all the facts before it and 
requested the company to bring a suit in the Court of Claims to establish what 
compensation it was entitled to and stated that we would aid them in every 
way possible in doing so. 



Office of Information, 

Post Office Department, 
Washington, January 11, 1919. 

The attention of Postmaster General Burleson has been directed to the fact 
that a movement has been started to crystalize and give widely spread ex- 
pression of dissatisfaction with the increased wage rate for telegraph em- 
ployees granted by the Post Office Department. This agitation was started 
before the wage increase was decided upon. 

Confidential communications urging a propaganda of protest have been sent 
out by certain leaders in the movement, and meetings of telegraph employees 
have been arranged for in various parts of the country for the purpose of 
passing resolutions of protest before the facts were known against which the 
protest was made. A call has been sent out to the telegraph and telephone 
workers to meet Sunday, January 12, "for the purpose of discussing matters 
of vital interest which particularly concern each and every worker in the 
United States." 

The following letter was sent out on December 30 by S. J. Konenkamp, 
International President of the Commercial Telegraphers' Union, as a "confi- 
dential communication to all organizers and officers of subordinate units :" 

Dec. 30th, 1918. 
Confidential communication. 

To all organizers and officers of subordinate units: 

I wish you would read this with the understanding that certain plans are 
now under consideration whereby the telegraphers may lead a fight in which 
they will not be alone. It is too early to discuss the idea, but it is not too 
early to start working upon the elements. 

The failure of Mr. Burleson to keep his word to reinstate the telegraph 
workers may prove to be a serious mistake for him. His attitude on the wage 
question is merely secondary to tl\e fact that as a representative of the United 
States Government, Mr. Burleson has not so far been as good as his word. 
" Wages and reinstatements " will be our slogan for the coming year and the 
Government must make good. 

With this in mind, I w r ish to suggest that you make your preparations now 
for what may come. 

Keep up a constant agitation not only with the Wire Administration, but with 
all other agencies in Washington, Don't threaten anything, but insist as strongly 
us you know how on justice. I anticipate that justice will be ignored, but it is a 
preparation for our next step. 

Put out literature at least twice a month during the next few months, dwell 
xipon wages, reinstatements, the justice of our contentions, the failure of the 
•Government to keep its word, the failure of the National War Labor Board, the 
necessity for the punch in order to get industrial justice, etc. Propaganda 
should be continually in circulation. 

Elect some good earnest speakers to the Central Labor Union ; let them tell 
k our grievances, and how the Government failed to keep faith. 

Get in close touch with the telephone workers, the railroad telegraphers, the 
Post Office employees, and, in fact, all workers under Government control. Get 
acquainted with them, exchange ideas with them, and impress upon their minds 
that freedom is a mockery to the workers unless it embraces industrial freedom 
guaranteed by the " right to organize," to bargain collectively, and the right not 
only to a living wage, but to a wage sufficient to maintain a decent standard 

of living. 

Do these things with the knowledge that they are part of a general movement 
which, before it ends, will spell success for the campaign started in 1918, and 
which will successfully end before the end of the year 1919. 

Yours, fraternally, 

S. J. Konenkamp, 

International President 
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After the increased-wage schedule was approved by the Postmaster General, 
Mr. Konenkamp, on December 31, sent out the following communication "to 
all telegraph workers": 

I have just received word from Washington of the increase in wages from 5 
to 10 per cent. The full details are being mailed to headquarters. Insufficient 
as it is, the telegraph workers of the country need thank no one but the 
C. T. U. A. for what has already been gained, in spite of the obstacles that others 
have placed in our path. 

Tell your members that it is our intention to keep on pressing our original 
demands until we establish the wage scale set as our standard. We know the 
workers will not be satisfied with this petty increase, and they should not hesi- 
tate in informing the wire board that this is not enough. We will arrange to 
appeal from this award just as soon as possible. 

The G. N. W. wage schedule published in the December Journal makes the 
Government announcement insignificant, but the G. N. W. division is one of 
the strongest in the union to-day, and their schedule shows the result of four 
strikes in the past dozen years. They have the financial and numerical strength 
to insist upon their rights. This same strength has to be developed in the 
commercial service of the United States. Now is the time to do it. 

I have arranged to get a full copy of the announcement, and as soon as it 
can be printed copies will be mailed to you. 

Every subordinate unit should announce at once that it will meet Sunday, 
January 12th, for the purpose of discussing this award and determining upon 
future action. In the meantime those who wish to protest to the wire board 
against this small increase should do so without delay. 
Yours, fraternally, 

(Signed) . S. J. Konenkamp, 

International President. 

" It was to be expected," the Postmaster General said when the matter was 
called to his attention, " that some of the telegraph operators necessarily would 
be disappointed at not receiving as large an increase of pay as they requested 
and that there would be some expressions of dissatisfaction. This is a propa- 
ganda to capitalize the natural disappointment of employees and to magnify it 
Into a universal agitation of discontent. * 

" The order of the Postmaster General making a general increase in the wage 
scale of telegraph employees, which went into effect on January 1, while not 
providing for as high a scale as asked for granted as great an increase as under 
the present conditions of the service could be borne by the revenues. When this 
order was issued the armistice had been signed, entirely changing conditions 
from those existing at the time the larger wage scale was suggested, making it 
inadvisable to make such an increase in wages. The interests of the users of 
the telegraph as well as those of the employees had to be considered, and the 
large increase of the wage scale demanded could not have been made without a 
corresponding increase in the charges for service to the public. The increases, 
that went into effect on January 1 aggregated about three million and a half 
dollars, which is added to the annual operating cost of the service. A further 
increase, such as would meet the demands of those seeking to inspire a pro- 
test on the part of the employees, would necessitate a much higher charge upon 
the users of the telegraph, whose right to service at a reasonable cost can not 
be ignored, however well disposed I may be toward allowing liberal compensa- 
tion, to the employees." 

Mr. Ayres. In other words, the Government is assuming the re- 
sponsibility and liability of all these people, so that inside of two 
years Government control will be so unpopular you will not hear 
anything about Government control two years from now. 

Mr. Lamar. There are several ways of looking at that. If we oper- 
ate these properties in a satisfactory way the public might want to 
continue, and yet we might not suit a lot of the labor men. 

Mr. Ayres. You are liable to raise the rates in order to meet the 
expense, and when you do not raise the wages of the employees you 
know what that means. 
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Mr. Steenerson. This paragraph on page 2, " The Postmaster Gen- 
eral is also directed to negotiate contracts for the purchase of any or 
all telephone lines, together with their property and effects, subject 
to the approval of Congress," is the first step to Government owner- 
ship ? 

Mr. Lamar. It really puts the telegraph and telephone in the same 
position we had the telegraph under the act of 1866. 

Mr. Steenerson. Without regard to the act of 1866, it is the first 
step ? 

Mr. Lamar. I do not so regard it. 

Mr. Steenerson. If you authorize a man to buy a horse subject to 
your approval, is not that the first step toward buying the horse? 

Mr. Lamar. Yes. 

Mr. Steenerson. And if you back out of a horse deal after you 
have authorized a man to negotiate for him you are not acting very 
honorably ? 

Mr. Lamar. I understood this paragraph Mr. Moon had left out 
of the draft. 

Mr. Steenerson. I hope so. If it was purchased as contemplated 
by that paragraph then the revenues from the business of telegraph- 
ing and telephoning would go into the Treasury and have to be taken 
out by an act of Congress. 

Mr. Lamar. I suppose if the Government finally purchased these 
properties there would be further legislation. 

Mr. Steenerson. Would it not necessarily, if owned by the Gov- 
ernment, go into the Treasury ? 

Mr. Lamar. I should think so. 

Mr. Steenerson. You do not claim there is any authority now ex- 
cept under the war power? 

Mr. Lamar. It is entirely under the resolution passed, from the 
war power. 

Mr. Steenerson. But this permanent ownership, whoever proposed 
it, is not based upon the war power? 

Mr. Lamar. The postal power. 

Mr. Steenerson. It is not based on the commerce clause ? 

Mr. Lamar. No. 

Mr. Steenerson. It has nothing to do with it ? 

Mr. Lamar. No. It might be under the commerce clause if limited 
to interstate commerce, but that is not necessary in dealing with a 
matter under the postal law, where you can deal with intra as well 
as inter state matters. 

Mr. Steenerson. So that this proposition is founded on that pro- 
vision of the Constitution regarding the establishment of post offices 
and post roads? 

Mr. Lamar. Yes. 

Mr. Paige. Is it your opinion that the Government is any better 
served with the Government management of the railroads? 

Mr. Lamar. I do not know anything about that. 

Mr. Paige. What is your judgment about the telegraph and tele- 
phone systems ? Would the people be better served than they are 
now? 
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Mr. Lamar. I think that it is possible under Government control to 
have better service than we have under existing conditions, with 48 
States controlling every line that passes through them. I am not so 
well satisfied that you could not have private control under different 
conditions that would be better than either. 

The Chairman. Without objection we will put all these papers in 
the hearings. 

Mr. Steenerson. When those people were written to were they 
given to understand in a way that Government control was going to 
continue, or asked to express themselves as to the length of time t 

The Chairman. They were not asked about time at all. The ques- 
tion of time was a matter left to them. The letter sent to them said 
that " the resolution, a copy of which is inclosed, has been introduced, 
and we would be glad to have your opinion on it." They seemed to 
have some arrangement among themselves. Anybody can readily see 
that, because nearly all of them are to the same effect; all of them 
agreed, evidently, upon the resolution with the time limit in it. 

Mr. Steenerson. You did not sencj them to all companies? 

The Chairman. To all I knew anything about. 

Mr. Steenerson. How many ? 

The Chairman. Six or seven big companies, and here are telegrams 
from a large number of small companies, independent companies, 
that expressed their opinions about it, but they are all in pretty much 
the same language. 

Mr. Steenerson. But I understand there are some 20,000 com- 
panies. 

The Chairman. They were sent to 8 or 10 of the leading com- 
panies. 

Mr. Steenerson. Who picked out the names to whom they should 
be sent? 

The Chairman. I picked out some of them, and I had the rest of 
them picked out — a large number of them. 

Mr. Steenerson. I thought it was strange there should be such 
unanimity. 

The Chairman. The reason for it is that I think the telephone 
and telegraph companies, except a few, have all consulted, and they 
have no objection to this proposition and really favor it, but they 
do not want this thing to be continuous. They want a limit put to 
the Government ownership and control of it by the act itself, and 
therefore they have all suggested from two to five years. 

Mr. Paige. I have failed to hear any good reason for this legisla- 
tion and I move that it be indefinitely postponed. 

The Chairman. That is out of order at present. 

Mr. Madden. I move that we adjourn to meet a week from to-day 
and that in the meantime you notify everybody to appear who 
wishes to be heard. 

The Chairman. I have notified everybody I know of. 

Mr. Steenerson. I think the newspapers ought to be given a 
hearing. 

The Chairman. They can be heard if they desire. 

Mr. Steenerson. We can notify the newspapers. 
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Post Office Department, 

Office of the Solicitor, 
Washington^ January 16, 1919. 
Clerk, 

House Post Office Committee. 

Dear Sir : I am inclosing the testimony taken at the hearing on the 
House Joint Resolution No. 368, in which I have corrected my testi- 
mony and attached some of the papers requested by the committee. 
Some further data, as requested by the committee, is being prepared 
and will be submitted as soon as the preparation is concluded. 
Very truly, yours, 

W. H. Lamar, Solicitor. 



Telegraph and Telephone Service. 

Office of the Postmaster General, 
Order No. 2411. Washington, November 18, 1918. 

Until otherwise ordered by the Postmaster General, any firm, company, or 
association, whether incorporated or unincorporated, owning or operating tele- 
phone systems, system, or part of a system as a cooperative enterprise and re- 
ceiving no revenue either directly or indirectly from any source other than 
from its own partners,' stockholders, or members as assessments or dues, shall 
not be required to comply with the orders of the Postmaster General affecting 
telephone companies; and until otherwise ordered by the Postmaster General 
any such system or part of system so owned or operated and now connected 
with any system under Government control shall continue to be so connected 
on the terms and conditions now governing such connections, if such systems, 
system, or part of system, shall be maintained and operated at a standard 
satisfactory to the Postmaster General, and no extension shall be made until 
after the plans for such extension shall be approved by the Postmaster General. 

Telegraph and Telephone Service. 

bulletin no. 5. 

Office of the Postmaster General, 
Order No. 1931. ' Washington, August 28, 1918. 

Owing to the necessity for conserving labor and material and to eliminate a 
cost which is now borne by the permanent user of the telephone, a readiness to 
serve or installation charge will be made on and after September 1, 1918, for 
ail new installations ; also a charge for all changes in location of telephones. 

Installation charges to be as foUows: 

Where the rate is $2 a month or less $5 

Where the rate is more than $2, but not exceeding $4 a month 10 

W T here the rate is more than $4 a month 15 

The moving charge to the subscriber will be the actual cost of labor and 
material necessary for making the change. 

In accordance with Bulletin No. 2, issued by me August 1, 1918, stating that 
" until further notice the telegraph and telephone companies shall continue oper- 
ation in the ordinary course of business through regular channels," in all cases 
where rate adjustments are pending or immediately necessary, they should be 
taken up by the company involved through the usual channels and action ob- 
tained wherever possible. In all cases, however, where rates are changed such 
changes should be submitted to me for approval before being placed in effect. 

A. S. Burleson, 

Postmaster General. 
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Telegraph and Telephone Service. 

bulletin no. 8. 

Office of the Postmaster General. 

Washington, September lJf> 1918. 

Order No. 1931, issued by me under date of August 28th, provided certain 
charges for all installations of telephones on and after September 1, 1918; 
also a charge for the " moving " of telephones. On account of the many in- 
quiries regarding the order, the following instructions are issued : 

1. Installation charges made effective by Order No. 1931 shall be referred to 
by telephone companies and collected from subscribers as " Service-connection 
charges " and shall be based on the minimum net rate charged to the subscriber. 
These service-connection charges shall be collected from all applicants for new 
or additional service at the time of application and before such new service or 
additional service is established. 

2. In cases of " Changes of name," or where no lapse of service occurs, the 
minimum charge of $3 shall apply in all cases. 

3. Service-connection charges do not apply to extension-bells, push-buttons, 
buzzers, or miscellaneous equipment of like character, nor to directory listings. 

4. With the exceptions above noted the service-connection charge shall apply 
to each class of service and class of equipment furnished the applicant for 
which the company shall have a regular separate estblished rate and the 
amount of the service-connection charge shall be determined by the amount of 
the regular established rate, in accordance with the terms of Order No. 1931. 

5. All subscribers who pay the service-connection charges established under 
Order No. 1931 shall be relieved of any other service-connection charges, can- 
cellation charges, charges made in liquidation of damages on account of short 
terms and short-term rates, and the use of one year or any other period in 
excess of one month as a minimum contract period for telephone service. 

6. The " Moving charge " referred to in Order No. 1931 applies only to 
changes in the location of equipment on the premises. Such changes are gen- 
erally known as " Inside moves." For purposes of economy in administration 
and for the convenience of the public the charge for moving a telephone set from 
one location to another on the same premises shall be $3. The charge for 
moving all other equipment from one location to another on the same premises 
shall t>e based on the cost of labor and materials. 

7. Order No. 1931 abolishes the distinction heretofore made by some com- 
panies between a new installation or a new service connection and an outside 
move; and all changes in the location of the subscriber which have heretofore 
been described as outside moves will hereafter be treated as new " Service con- 
nections " and subject to the service-connection charges of Order No. 1931 and 
of these instructions supplementary thereto. 

8. Service-connection charges do not apply to the service known as " Service 
stations " or " Switching service," and they do not supersede special installation 
or construction charges or mileage charges of any kind. 

A. S. Burleson, 

Postmaster General. 



Telegraph and Telephone Service. 

bulletin no. it). 
Order No. 2352. 

Post Office Department, 
Office of the Postmaster General, 

Washington, November IS, 1918. 

Owing to the cessation of hostilities the necessity for conserving labor 
and material has been relieved to some extent, thereby enabling the Post- 
master General to modify Order No. 1931, is ued under date of August 28* 
1918, fixing certain charges for the installation of telephone service, and 
Bulletin No. 8, l&sued September 14, 1918, explanatory thereof. 

Experience and careful investigation of the entire subject has demonstrated 
the fact that certain service connection charges covering to some extent the 
average cost of the initial expen e of establishing service for new subscribers 
and of furnishing additional facilities to old subscribers should be paid by 
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&, A.l "*"^rz*-* t*ere:i. <— » »-r:^! t« t«e ->-"t*-tt^! fr»>^ al! »*->": anr< f«>r new 
i&t?''''? f *. ~zj-- f '.f:^^^ <z~*-zzlf«\ a*«»ve at the time «>f apr':oa-7.«T: ?.^-I i>ri«^r to the 
*>»*2*'..:-:.7_<-i.t <•£ ~~ L -<erv:..-e. exov^: That senrii-e t^ay be e>T:. v ::>l.e*l in advance 
of |*jr:/j*-i.t ii- t:,e casse Mf -er%i >- •>cne*ti«Q c:. arses for ?.•!•.:: ti.>ns ti» The service 
#*f <-x:^^r.z <c:*#-^-r:** , r*- £l.«I :e. the case t^f any service f^>r «*ej«:;r:r::er.ts % a«lmin- 
I*tn&*> i*. ax.4 aw-ixies .»f tLe Fe»IeraL S:a:e. cv^niy. a:. .5 municipal 

!•>. S*^-t>#ii N't. '» «»f Bili'-tin No. Sl «:;::e»l Sep:*-:v.*vr li. 1V1S. is herehy 

CHARGES FOE MO\tS AXD CHANGER. 

tnA**r No. IfCT. dated August 21. 191 S. and TeVsraph and Telephone Service 
Bn;>t:n No. %. dated Seii*eml»er 15. 191S. so far as relates t.» i»resvrihius 
<?fiariz<-# of I^ra*ion. are hereby revoked. 

1. f'hanz*-* for changes of location of telephone equipment or wiring on the 
mjowTibf-r** Y*reTni?*~i on and after December 1. 191 S. to be: 

in 1 For KKivinz a telephone set froni one location to another on same preni- 
lae*, a rhsLTze of *3. 

i**\ Yar riiovins any other equipment or wirinc from one location to another 
4m the fame premises, a charge based on the cost of labor and material. 

2. rf,arg**« for changes other than moves, in wiring and equipment on the 
*ob*criber » premises, made on the initiative of the subscriber, to be : 

in i For change in type of style of telephone set. a charge of S3. 
i h i For other changes In equipment or wirinff. a charge based on the cost of 
labor and material. 

3. The charges specified above not to apply if the chances or moves are 
required for the proper maintenance of the equipment or service. 

4. The charge* specified above not to apply if the chances are required 
because of a change in class or grade of service. 
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5. The charges specified above in no case to* exceed the service connection 
charge applicable to the entire, service of the particular subscriber. 

A. S. Burleson, 
Postmaster General. 



Telegraph and Telephone Service. 

bulletin no. 22. 

Office of the Postmaster General, 

Washington, December 13, 1918. 
Order No. 2495. 

There are many counties and districts in which a free toll service is granted 
the subscribed within such county or district, the exchange rates presumably 
having been made with a view to such free toll service. This order shall not 
be construed as requiring a discontinuance of these privileges pending a study 
and revision of these exchange rates. 

Nothng in this order establishing toll rates shall be construed as changing 
rates made without reference to mileage now established for service within a 
certain county or other area when such rates are not in excess of 10 cents, 
but no further rates of this character shall be established without specific 
-approval of the Postmaster General. 

In competitive situations where the earning value of a property under 
Federal control would be unfavorably affected by the establishment ,of rates 
and charges herein ordered, an exception may be made by filing with the 
Postmaster General a statement to that effect, with a proposal of modification 
from ordered rates, and such modifications may go into effect unless vetoed 
or otherwise ordered by the Postmaster General within 30 days, and during 
such 30 days existing rates may be continued. 

I. CLASSIFICATION OF TOLL TELEPHONE SERVICE. 

The following classes of telephone toll-message service shall be established 
•effective at 12.01 a. m., January 21, 1919. 

1. Station-to-station messages. — This service shall be defined by the following 
conditions : 

(a) Orders for station-to-station service shall specify the telephone station 
called, either by telephone number or by the name of the subscriber of the 
■called station. 

(&) Under this classification orders will not be accepted to establish com- 
munication between particular persons. 

(c) The measurement of the duration of a station-to-station message for 
purposes of the application of rates shall begin at the moment when telephonic 
communication is established between the called and the calling stations. The 
term " station " for the purpose of this clause is defined to include a private 
branch exchange switchboard operator in those cases where private branch 
exchange systems are involved in station-to-station service. 

(d) Station-to-station service may be operated as a number service, in which 
case the called station may be designated only by number, through A and B 
switchboards, or through tandem operators, etc. ; or it may be operated through 
toll switchboards and technically known as an " AY " service, depending on 
the local circumstances as to operating conditions, plant conditions, and the 
circumstances as to directory distribution and areas ; and the more economical 
method will be employed in each case. The choice of method of operating 
station-to-station service will be determined solely as tin operating arrange- 
ment, not in any way affecting rates or service; except that where the 
number method is employed, it is required that orders be accepted stating 
only the telephone number of the called station. 

(e) The charges for station-to-station messages shall not be "reversed," 
i. e., collected at the called station. 

2. Personrto-person calls. — This service shall be defined by the following 
-conditions : 

(a) Orders will be accepted to establish communication between specified 
persons. 

(b) The measurement of the duration of a person-to-person message for the 
purpose of the application of rates shall begin at the moment when communica- 
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tlon begins with or between the particular person or persons specified in the 
order, provided that certain report charges will, be made under the conditions- 
specified in the clause next below, where communication may not be established, 
(c) Orders for person-to-person service are accepted only under the condi- 
tion that a limited charge (to be known as " report charge ") will be made in 
the following cases where it is impossible to establish communication between 
particulor persons : 

(1) When the order is to establish communication with a particular per- 
son in a given city, telephone, address unknown, and the particular person can 
not be secured within one hour (exclusive of any time during which "no cir- 
'cuits " or other cause prevent communications of the order to the distant city 
or exchange, or its completion). 

(2) When the designated person called refuses to talk. 

(3) When the report is returned that the designated person called is " out " 
or "out and will return at (specified time) " or "out and time of return un- 
known," " is absent from the city," and similar reports advising the calling 
subscriber of the facts ascertained when failure to complete the order is due 
solely to the circumstances of the called person or to fault in describing the 
location of the called person, and when all of the work preliminary to estab- 
lishing communication with the called person is done. 

(4) When communication between the designated persons can not be estab- 
lished because the designated person at the calling station is absent at the 
calling station ; provided that no charge shall be made in such cases where 
the delay, if any, in establishing connection is greater than one hour. 

(5) When the designated person at the calling station refuses to talk when 
the facilities for communication have been established. 

3. Appointment Calls. — Appointment calls are person-to-person calls, the 
order for which provides that communication is to be arranged for to take 
place at a specified time. 

4. Messenger calls. — Messenger calls are person-to-person calls requiring the 
use of a messenger to secure attendance of a designated person at one of the 
public-pay stations at the distant point. 

5. Collect calls. — Collect calls are person-to-person calls, the charges for 
which are " reversed," i. c, to be collected from the subscriber of the distant 
station at which the call is to be completed. 



II. STANDARD TOLL RATES FOR STATION-TO-STATION MESSAGES. 

Effective 12.01 a. in. January 21, 1919, the following initial period rates are 
made standard throughout the United States for station-to-station toll mes-; 
sages, where the distance between the exchanges, or toll points, does not exceed 
40 miles by direct air line measurement: 



For dis- 
tances 
more 
than— 


But not 

more 

than — 


* 

Initial 
rate is— 


Miles. 



6 

12 

18 
24 
32 


Miles. 
6 
12 
18 
24 
32 
40 


10.05 
.10 
.15 
.20 
.25 
.30 



The following initial period rates are made standard for station-to-station toll 
messages for all distances in excess of 40 miles by direct air line measurement : 



For dis- 
tances 
more 
than — 


But not 
more 

than — 


Initial 
rate is— 


Miles. 
40 

48 


Miles. 
48 
56 


10.35 
.40 
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For each additional 8 miles or fraction thereof, 5 cents additional. 

For the purpose of applying standard rates where the direct air line distance 
between points is in excess of 40 miles, distance shall be determined as the air 
line distance between the centers of blocks 7 miles square, within which the 
points of communication are located, and where the distance is in excess of 
350 miles by the air line distance between the centers of sections 35 miles 
square. 

The block and section 'scaling system for purposes of measuring toll rate 
distance between points more than 40 miles distant by direct measurement 
shall consist of a grid containing sections 35 miles square, each section sub- 
divided into 25 blocks 7 miles square, so placed on a polyconic projection of a 
Government survey map of the United States that section lines coincide with 
a line drawn approximately north and south through the center of the United 
States and with a line at right angles thereto passing through the northwestern 
point of the international boundary line in the Strait of Georgia. 

III. STANDARD TOLL RATES FOR OTHER CLASSES OF TOLL CALLS. 

Effective 12.01 a^ m. January 21, 1919, the following toll message rates are 
established for person-to-person calls, appointment calls, and messenger calls: 

1. The initial period rates for person-to-person calls shall be approximately 
25 per cent in addition to the station-to-station rates between the same points, 
in accordance with the schedule of computed rates for person-to-person, ap- 
pointment, and messenger toll calls, attached hereto and hereby made a part 
of this order ; but no person-to-person rate shall be less than 20 cents. 

2. In those cases where person-to-person calls are not completed and a report 
is made or the conditions are such as described in paragraph I, 2 (c), of this 
order, a report charge shall be made of approximately one-fourth the initial 
rate for station-to-station messages between the same poin^, in accordance 
w T ith the schedule of computed rates for person-to-person, appointment, and 
messenger toll calls attached hereto and hereby made a part of this order; 
but no report charge shall be less than 10 cents for any one call, nor more 
than $2. 

3. The rates for appointment calls shall be approximately 50 per cent in 
addition to the rates for station-to-station messages between the same points 
in accordance with the schedule of computed rates for person-to-person, ap- 
pointment, and messenger toll call hereto attached and hereby made a part of 
this order; but in the case of any appointment call order where the distant 
station is reached, whether the appointment be made or not, the report charge 
applicable in case of person-to-person calls between the same points shall be 
made. No appointment calls shall be accepted where the station-to-station 
rate is less than 15 cents. 

4. The rates for messenger calls shall be the same as applied to appoint- 
ment calls between the same points, plus any charges that may be required for 
the service of messengers. No messenger calls shall be accepted where the 
station-to-station rate is less than 15 cents. 

IV. STANDARD TOLL NIGHT RATES. 

Effective 12.01 a. m. January 21, 1919, the following reductions shall be 
made in the rates and charges for station-to-station messages only between the 
hours of 8.30 p. m. and 4.30 a. m. 

1. Between the hours of 8.30 p. m. and 12 midnight the night rates for 
station-to-station messages shall be approximately 50 per cent less than the 
regular day rates, in accordance with the schedule of computed night rates 
attached hereto and hereby made a part of this order, but no night rate shall be 
less than 25 cents 

2. Between the hours of 12 midnight and 4.30 a. m. the night rates shall be 
approximately 75 per cent less than the established day rates, in accordance 
with the schedule of computed night rates attached hereto and hereby made a 
part of this order, but no night rate shall be less than 25 cents. 

3. For the purpose of applying night rates the time of day at the point at 
w T hich a station-to-station message originates shall be used. 

4. Day rates only shall be employed between the hours of 4.30 a. m. and 
8.30 p. m. 

V. STANDARD INITIAL PERIODS, OVERTIME PERIODS, AND OVERTIME RATES. 

Effective 12.01 a. m. January 21, 1919, the following initial periods, overtime 
periods, and overtime rates are made standard in connection with all toll calls 
and messages made at standard initial toll rates : 
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1. Standard initial period and overtime period : 





The 


The 


Where the initial 


initial 


overtime 


rate is— 


period 


period 




is— 


is— 




Minutes. 


Minulis. 


$0.05 


5 


5 


.10 


5 ' 


3 


.15 


5 


2 


.20 


5 


2 


.25 


5 


1 


.30 


3 


1 


.35 


3 


1 


All other rates. 


3 

• 


1 



Where person-to-person calls are accepted at the above initial rates the initial 
period is three minutes and the overtime period is one minute. 
2. Standard overtime rates are as follows: 



Where the initial rate is— 


The overtime rate is— 


$0.05 


$0.05 


.10 


.05 


.15 


.05 


.20 


.05 


.25 


.05 


.30 


.10 


1.35 


MO 


1 And thereafter approximately one-third of the initial 


rate, and in no case more than one-third of the initial 


rate, in accordance with the Table of Computed Overtime 
Charges hereto attached and hereby made a part of this 


order. 



A. S. Burleson, 

Postmaster General. 







Schedule of computed overtime charges. 








\ 




The computed charges are for— 






Where the 


The ini- 
tial pe- 
riod is — 


The over- 
time 


9 






initial 
















rate is— 


rate is— 


4 min- 


5 min- 


6 min- 


7 min- 


8 min- 


9 min- 


10 min- 








utes. 


utes. 


utes. 


i utes. 


utes. 


utes. 


utes. 




Minutes. 








• 










SO. 05 


5 


$0.05 


$0.05 


$0.05 


90.10 


$0.10 


$0.10 


$0.10 


$0.10 


.10 


5 


.05 


.10 


.10 


.15 


.15 


.15 


.20 


.20 


.15 


5 


.05 


.15 


.15 


.20 


.20 


.25 


.25 


.30 


».20 


5 


.05 


.20 


.20 


.25 


.25 


.30 


.30 


.35 


1.25 


5 


.05 


.25 


.25 


.30 


.35 


.40 


.45 


.50 


.30 


3 


.10 


.40 


.50 


.60 


.70 


.80 


.90 


1.00 


.35 


3 


.10 


.45 


.55 


.65 


.75 


.85 


.95 


1.05 


.40 


3 


.10 


.50 


.60 


.70 


.80 


.90 


1.00 


1.10 


.45 


3 


.15 


.60 


.75 


.90 


1.05 


1.20 


1.35 


1.50 


.50 


3 


.15 


.65 


.80 


.95 


1.10 


1.25 


1.40 


1.55 


.55 


3 


.15 


.70 


.85 


1.00 


1.15 


1.30 


1.45 


1.60 


.60 


3 


.20 


.80 


1.00 


1.20 


1.40 


1.60 


1.80 


2.00 


.65 


3 


.20 


.85 


1.05 


1.25 


1.45 


1.65 


1.85 


2.05 


.70 


3 


.20 


.90 


1.10 


1.30 


1.50 


1.70 


1.90 


2.10 


.75 


3 


.25 


1.00 


1.25 


1.50 


1.75 


2.00 


2.25 


2.50 


.80 


3 


.25 


1.05 


1.30 


1.55 


1.80 


2.05 


2.30 


2.55 


.85 


3 


.25 


1.10 


1.35 


1.60 


1.85 


2.10 


2.35 


2.60 


.90 


3 


.30 


1.20 


1.50 


1.80 


2.10 


2.40 


2.70 


3.00 


.95 


3 


.30 


1.25 


1.55 


1.85 


2.15 


2.45 


2.75 


3.05 


*1.00 


»3 


4.30 


M.30 


»1.60 


M.90 


6 2.20 


»2.50 


»2.80 


6 3.10 



i Where person-to-person calls are accepted at these rates, the initial period is three minutes and the 
overtime period is one minute. 
« And thereafter increasing in 5-ceni steps. 

* And thereafter 3 minutes for all rates. 

* And thereafter one-third the initial rate to the nearest multiple of 5 cents, but noc more than one-third 
the initial rate. 

» And thereafter in accordance with the above-applied system of computation for each higher rate and 
for each additional overtime period or fraction thereof. 
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Schedule of computed rates for person-to-person — Appointment a^t messenger 

toll calls. 



When 


' The com- 
pleted 


The com-n 




the 
station- 


pleted 
appoint- 


The re- 
port 

charge 
is— 


to- 
s tat ion 


person- 
to- 


ment and 
messen- 


day rate 


person 
rate is— 


ger rate 
is- 


SO. 05 


( ! ) 


< ! ) 


< ! ) 


.10 


' 0) 


0) 


(0 


.15 


10.20 


10.25 


SO. 10 


.30 


.25 


.30 


.10 


.25 


.30 


.35 


.10 


.30 


.40 


.45 


.10 


.35 


.45 


.50 


.10 


.40 


.50 


.60 


.10 


.45 


.55 


.65 


.15 


.50 


.60 


.75 


.15 


.55 


.65 


.80 


.15 


.60 


.75 


.90 


.15 


.65 


.80 


.95 


.20 


.70 


.85 


1.05 


.20 


.75 


.90 ' 


1.10 


.20 


.80 


1.00 


1.20 


.20 


.85 


1.05 


1.25 


.25 


.90 


1.10 


1.35 


.25 


.95 


1.15 


1.40 


.25 


1.00 


1.25 


1.50 


.25 


1.05 


1.30 


1.55 


.30 


1.10 


1.35 


1.65 


.30 


1.15 


1.40 


1.70 


.30 


1.20 


1.50 


1.80 


.30 


1.25 


1.55 


1.85 


.35 


1.30 


1.60 


1.95 


.35 


1.35 


1.65 


2.00 


.35 


1.40 


1.75 


2.10 


.35 


1.45 


1.80 


2.15 


.40 


1.50 


1.85 


2.25 


.40 


1.55 


1.90 


2.30 


.40 


1.60 


2.00 


2.40 


.40 


1.65 


2.05 


2.45 


.45 


1.70 


2.10 


2.55 


.45 


1.75 


2.15 


2.60 


.45 


1.80 


2.25 


2.70 


.45 


1.85 


2.30 


2.75 


.50 


1.90 


2.35 


2.85 


.50 


1.95 


2.40 


2.90 


.50 . 


»2.00 


«2.50 


<3.00 


*.50 



i Not quoted. 

2 And thereafter increasing in 5-cent steps. 

' And thereafter 25 per cent in addition to the station-to-station day rate. When the station-to-station 
day rate is not evenly divisible by 4, 25 per cent in addition to the station-to-station day rate, computed 
to the next lower multiple of 5 cents. 

* And thereafter 50 per cent in addition to the station-to-station day rate. When the station-to-station 
day rate is not evenly divisible by 2, 50 per cent in addition to the station-to-station day rate, computed 
to the next lower multiple of 5 cents. 

6 And thereafter one-fourth the station-to-station day rate. When the station-to-station day rate is not 
evenly divisible by 4, one-fourth the station-to-ttation day rate computed to the next higher multiple of 
cents, but no report charge will exceed $2. 
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Schedule of computed night rates for 8tation-to~8tation toll messages. 





The rate 


The rate 


When the 
da v' rate 


between 

8.30 p. m. 

and 12 


between 

12 mid- 

night and 


midnight 


4.30 a. m. 




is— 


is— 


10.05 


0) 


8. 


.10 


0) 


.15 


0) 


( l ) 


.20 


0) 


v 0) 


.25 


( l ) 


(0 


.30 


$0.25 


10.25 


.35 


.25 


.25 


.40 


.25 


.25 


.45 


.25 


.25 


.50 


.25 


.25 


.55 


.30 


.25 


.60 


.30 


.25 


.65 


.35 


.25 


.70 


.35 


.25 


.75 


.40 


.25 


.80 


.40 


.25 


.85 


.45 


.25 


.90 


.45 


.25 


.95 


.50 


.25 


1.00 


.50 


.25 


1.05 


.55 


.30 


1.10 


.55 


.30 


1.15 


.60 


.30 


1.20 


.60 


.30 


1.25 


.65 


.35 


1.30 


.65 


.35 


1.35 


.70 


.35 


1.40 


.70 


.35 


1.45 


.75 


.40 


1.50 


.75 


.40 


1.55 


.80 


.40 


1.60 


.80 


.40 


1.65 


.85 


.45 


1.70 


.85 


.45 


1.75 


.90 


.45 


1.80 


.90 


.45 


1.85 


.95 


.50 


1.90 


.95 


.50 


1.95 


1.00 


.50 


«2.00 


»1.00 


<.50 



1 Day rate. 

* And thereafter increasing in 5-cent steps. 

1 And thereafter one-half -the day rate. When the day rate is not evenly divisible by 2, one-half the 
day rate, computed to the next higher multiple of 5 cents. 

* And thereafter one-fourth the day rate. When the day rate is not evenly divisible by 4, one-fourth 
the day rate, computed to the next higher multiple of 5 cents. 

(The letters and telegrams "referred to by the chairman of the 
committee are as follows:) 

[Telegram.] 

Joplin, Mo., December 28, 1918. 
Hon. John A. Moon, 

Chairman Bouse Committee on Post Office and Post Roads, 

House of Representatives, Washington, D. C. : 

My company and other telephone companies, this vicinity, believe joint reso- 
lution No. 368 should be amended so that Federal control will be continued 
until five years from date of publication of treaty of peace. 

W. H. Warren, 
Secretary and Treasurer, Home Telephone Co., Joplin. 
(Confirmation.) 
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{Telegram.] 

Jefferson City, Mo., December 23, 1918. 
Hon. John A. Moon, 

House of Representatives, Washington, D. C: 

Believe resolution introduced by you should cover specific data as to period 
of negotiation for purchase of wire plants. Would suggest one year after peace 
lias been declared. 

Houck McHenby, 
President Missouri Telegraph Association. 



[Telegram.] 

Kansas City, Mo., December 24, 1918. 
Hon. John A. Moon, 

House of Representatives, Washington, D. C: 

We desire to approve House resolution No. 368, except that part of bill pro- 
viding for the termination of Government control. We urge that this be an- 
nulled so that Government control will terminate three years after the final 
declaration of peace. 

BUTLEE RlCHHILL TELEPHONE Co., 

Butler, Mo. ' 



[Telegram.] 

Osawatomie, Kans., December 23, 1918. 
Hon. John A. Moon, 

House of Representatives, Washington, D. C: 

We approve telephone and telegraph bill, H. J. 268, excepting its indefinite- 
ness as to time. Think bill should provide a definite period of Government con- 
trol and provide that at termination of «aid period properties be either taken 
over by Government definitely and finally or turned back to owners completely. 
Bill indefinite, as it leaves owners at sea and is hindrance to development and 
best interests of all. 

The Osawatomie Telephone Co. 



[Telegram.] 



Osawatomie, Kans., 

December 24, 1918. 

Hon. John A. Moon, 

House of Representatives, Washington, D. C: 

We approve telephone and telegraph bill, House Joint Resolution 368, ex- 
cepting its indeflniteness as to time. Think bill should .provide a definite period 
of Government control, and provide that at termination of said period properties 
be either taken over by Government definitely and finally or turned back to 
owners completely. Bill indefinite, as it leaves owners at sea and is hindrance 
to development and best interests of all. 

The Osawatomie Telephone Co. 



[Telegram.] 

Topeka, Kans., December 23, 1918. 
Hon. Mr. Moon, 

Chairman of House Post Office Committee, 

House of Representatives, Washington, D. C. 

Honored Sir: Concerning the bill you introduced in Congress last week and 
known as Joint Resolution No. 368, authorizing the Postmaster General to 
take the telegraph and telephone lines permanently under his control, we 
have this report to make : I have communicated with a number of our leading 
independent telephone men in Kansas, and the general opinion expressed by 
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them was in the main favorable to the resolution, with the exception that the* 
terms of the bill were too indefinite. They all desired a more exact statement 
of the time when the Government would terminate its control. We believe 
the time should be fixed as clearly and definitely as it was for the Government 
control of the railroads, and that proper and sufficient notice should be given the 
telegraph and telephone companies with ample time to properly arrange for 
the resumption of service under the changed conditions. Knowing you will 
give this communication from the Kansas independent telephone men due con- 
sideration and assuring you of our most hearty cooperation in every other- 
respect, 

I remain, very sincerely, yours, 

L. M. Kraege, 
Secretary the Kansas Independent Telephone Association. 



[Telegram.] 

Big Spbings, Tex., January 11, 1919. 
Hon. John A. Moon, 

House of Representatives, Washington, D. C: 

I desire to respectfully call to your attention Joint Resolution 368, concern- 
ing Federal control of wire systems. In its present form it is indefinite as to 
the return of the properties to the owners in case the Government does not 
decide to purchase. We would labor under no little difficulty if we did not 
know definitely when we were to get our property back, if ever, and could 
make no plans for the future of our business or ourselves. It certainly should 
be definitely stated one way or the other, and I will very much appreciate 
your consideration of this phase of the bill. 

C. L. Alderman. 
— — — .i 

[Telegram.] 

Tyler, Tex., December 29, 1918. 
Hon. Jno. A. Moon, 

House of Representatives, Washington, D. C: 

As owners of telephone property we wish to call your attention to the fact 
that your joint resolution regarding the continuation of Federal control and 
the possible purchase of wire system by the Government will in its present 
form work a hardship upon the owners because the same is indefinite as to 
the return of the property in case not purchased by the Government. We beg 
leave to suggest that this be considered and that the period of control be made 
definite so that we may be in a position to make plans for the future. We 
thank you for consideration given this matter. 

R. D. Still, 
General Manager Gulf States Telephone Co. 



[Telegram.] 

Bardwell, Tex., January 3, 1919. 
Hon. Jno. A. Moon, M. C, 

Washington, D. C: 

I respectfully suggest that your joint resolution 368 with respect to continued 
Federal control of wire systems would better conserve interest of both Govern- 
ment and present owners of these properties if time of termination of such con- 
trol were made definite. Owners need to know definitely as a basis for future 
arrangements for handling the property when they may expect return of same 
if not purchased by the Government. 

C. D. Longserre, 
Owner Bardwell Telephone Co*. 
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[Telegram.] 

San Angelo, Tex., January 6, 1919. 
Hon. Jno. A. Moon, 

House of Representatives , Washington, D. C: 

In considering your joint resolution 368 relative to continuing Federal con- 
trol of wire systems till otherwise ordered, urgently request that such control 
be extended for a definite period not exceeding two years. Will you kindly give 
this your careful consideration? 

John Y. Rust, 
President San Angelo Telephone Co. 



[Telegram.] 

Austin, Tex., December 28, 1918. 
Hon. Jno. A. Moon, M. C, 

Washington, D. C: 

As an owner of telephone property I wish to respectfully call your attention 
to the fact that your joint resolution with respect to continuation of Federal 
control and possible purchase of wire systems by the Government will, in its 
present form, work hardship on the telephone companies, because of indefinite 
time for return of properties to owners if Government should not buy, in which 
event owners of these properties should be able to plan in advance their ar- 
rangements for taking systems back. It seems to me that if Federal control 
is continued then a period of 21 months concurrent with present railroad con- 
trol law would be far more satisfactory to all interests, and I hope you will 
consider this phase of the subject. 

J. B. Earle, 
President Texas Long Distance Telephone Co. 



[Telegram.] 

Poet Arthur, Tex., December 28, 1918. 
Hon. J. A. Moon, M. C, 

House of Representatives, Washington, D. C: 

Regarding your cesolution 368, continued Government control and possible 
purchase telephone properties, if Government does not purchase we respectfully 
suggest period of control be extended and definitely fixed for, say, one or two 
years. This is fair both to Government and owners, who sliould know when 
they may expect their properties returned and thus can plan intelligently. 

Port Arthur Telephone Co., 
P. K. Higgins, President. 



[Telegram.] 

Sherman, Tex., December 21, 1918. 
Hon. J. A. Moon, M. C, 

House of Representatives, Washington, D. C: 

I take liberty of calling to your attention fact that your joint resolution 368 
would better protect interests on all sides of question if some certain time were 
set for return wire systems to their owners if Government does not buy them. 
Otherwise telephone owners would be greatly and perhaps harmfully incon- 
venienced through their inability to plan ahead for taking back property in 
case turned back. I respectfully suggest two years' extension of control if same 
is continued. 

Sam H. Shutt, 
General Superintendent Texas Toll Line Co. 
100392— 1&— pt 1 4 
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[Telegram.] 

Waco, Tex., December 2Jf, 1918. 
Hon. J. A. Moon, M. C, 

House of Representatives, Washington, D. C: 

I respectfully suggest that your joint resolution 368 with respect to continued 
Federal control and possible purchase by Government of wire systems would 
more practically conserve interests both of Government and present owners of 
such properties if the time of termination of such control in event Government 
does not purchase was made definite. Owners need to know definitely as basis 
for financing and other arrangements when they may expect property to be 
returned if Government does not purchase. If Federal control extended, I 
suggest that same be for one or possibly two years. 

E. C. Blomeyeb, 
President Texas Telephone Co. 

[Telegram.] 

Bbownwood, Tex., January 6, 1919. 
Hon. J. A. Moon, M. C, 

House of Representatives, Washington, D. C: 

Have noted your joint resolution concerning continuation of Federal control 
and possible purchase of wire systems by Government. Believe it to best 
interest of telephone industry and Government as well that your resolution 
state specifically the length of time Government will have control. As owners 
of telephone property we should know definitely when property will be returned, 
so that we know where we stand. 

F. W. Gbebeb, 
General Manager West Texas Telephone Co. 



[Telegram.] 

New York, N. Y., January 11, 1919. 
Hon. John A. Moon, 

Chairman Committee on the Post Office and Post Roads, 

Washington, D. C. 

In reply to yours of January 10 referring to House joint resolution 368, in 
my opinion two years would be the shortest time. Two yeaTs should give suffi- 
cient time and a reasonable margin for the constructive work and necessary 
publicity. The importance of the service to the public and the dependence of 
the service upon proper and continuing organization seems to demand that a 
permanent solution of the existing and developed imperfections of control and 
regulation should be brought about in the shortest possible time. 

Theo N. Vail. 



[Telegram.] 

Greenville, Ohio, January 11, 1910. 
Hon. B. F. Welty, M. C, 

Washington, J). C. 

Request Moon resolution 368 be amended to provide definite date for return to 
owners, say, two or three years. 

Conerad Kipp, 
General Manager OrccnriVc Home Telephone Co. 



Delphos, Ohio, January 11. 1919. 
Hon. Ben. F. Welty, M. C, 

Washington, D. C. 

My Dear Ben : With reference to House joint resolution 368, by Mr. Moon, as 
one of your humble constituents I want to voice my opposition to the same. 

At the time of the passage of the resolution authorizing the President to take 
over the telegraph and telephone lines, it was intended that this should continue 
only during the war. In short, it was a war measure. 
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If the resolution were to be amended so as to continue the present Govern- 
ment control for a year or two, that would not be so bad, but as I«view the 
situation, it would be better to defeat it outright. 

I am convinced that the fear which existed among the voters of the Nation 
that AVilson and his party were running to Government ownership of railroads, 
telega phs t and other utilities had much to do with our defeat last fall. 
I hope you can see your way clear to oppose this resolution. 
Very truly, 

John F. Lindkrmann. 



New York, January 7, 1919. 
Hon. John A. Moon, 

Chairman Committee on the Pont Office and Pont Roads, 

Washington, D, C, 

My Deab Sib : I note a misstatement in my letter to you dated December 30, 
in the last paragraph which begins near the bottom of page 15 in the typewritten 
copy and which begins at the bottom of page 18 of the printed copy. 

That statement should read as follows: 

" The amount paid out as dividends and interest in 1917 was 4.74 per cent on 
the actual book value of the plant, and the aggregate book value is considerably 
less than the aggregate of all official appraisements that have been made." 

I am sending you a corrected copy of the printed form, with the correction 
indicated at the top of page 19. 

I am very sorry that this error slipped through, as it has been repeatedly 
stated in our annual reports, and as it is quite important to bring out the point 
that official appraisals have uniformly shown a greater value in our plant than 
that shown on our books. 



Very truly, yours, 



Theo. N. Vail. 



Wire System — Discussion of Euectbical Intelligence. 

ustteb of theodoke n. vail in response to bequest of hon. john a. moon, 
chaibman committee on the post office and post boads, house of bepbe- 
sentatives. 

December 30, 1918. 
Hon. John A. Moon, 

Chairman Committee on the Post (Xfftoe and Post Roads, 

Washington, D. C. 

My Deab Sib: Your letter inclosing H. R. 368 and letter of the Postmaster 
General relating thereto requesting my views is received. 

It is my assumption that the request covers my views upon the broad ques- 
tion of a proper solution of the problems of the electrical transmission of intel- 
ligence by any means, and under such an organization or such policy as will 
bring about the greatest possible extending and broadening of its usefulness 
under the present state of the art, and also insure the greatest possible future 
development. 

It is admitted that the great utilities of interchange and intercommunication, 
which have been so largely instrumental in the great development of the eco- 
nomic and social world, and upon which the progress and continuity of such 
development depend, are suffering from the application and interpretation of 
existing laws concerning control and regulation, and as the proposed bill calls 
for some plan of organization it is also my assumption that my views should 
also cover some suggestions as to the underlying features of a curative solution 
of the question of control and regulation. 

It is not my understanding that this bill is a Government ownership and 
operating measure, but its purpose is to give sufficient time to prepare and 
present to Congress a specific proposition for the reorganization on some basis 
which will work for efficiency and economy of all the international and intra- 
national wire systems operated and controlled from the United States. There 
would seem to be no question as to the wisdom of such an attempt. 

A thoroughly considered, well-thought-out solution can not be prepared under 
pressure or in a short time. 
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We know th6 " dont's " in unmodified Government operation, and the " dont's " 
in unrestricted private operation, and the " dont's " in our present uncorrelated, 
uncoordinated control and regulation, and these should be the guides. 

The solution involves new economic practices of which there is little or no 
direct experience. 

It is recognized that in the interests of the public advantage the utilities 
should not be returned to the owners without some correction of the existing 
deficiencies in regulation and control. 

Under the present status of Government operation and control little can be 
done toward the ultimate solution which must take place, which will not have to 
be undone when the period of control ends and the systems are again subjected 
to the present interpretation and application of existing laws. 

It would seem as very desirable for the country that time should be given for 
such a solution. It would also seem, in simple justice to the owners of the 
existing systems, that during that period whatever is done by and with the con- 
sent of the companies interested and of the public authorities toward partial, 
unification of the wire systems should be exempted from the application of 
existing laws. 

My position upon Government ownership and operation has been repeatedly 
and unmistakably expressed. 

Unmodified Government ownership and operation is no solution because of 
the absence of essential factors to efficient operation, such as continuity of 
administration and consequent lack of opportunity for the full fruition of incen- 
tive and Initiative ; lack of rewards both in large opportunity for promotion and 
such compensation as will retain those of the organization who have developed 
qualifications and accomplishment, against the rewards afforded in private 
industry. 

Neither is unregulated or uncontrolled private ownership and operation a 
solution because of the opportunity for selfish exploitation. 

Between these extremes there must be found a solution. 

The great difficulty will be to settle upon a solution which will not leave 
opportunity for and perpetuate in some other form the same evils which now 
exist in the multiplicity of uncorrelated, irresponsible, complex, contradictory, 
and overlapping forms of control or regulation, or leave opportunity for unjudi- 
cial and biased action or selfish aggression. 

There is, however, in my opinion, a possibility of a simple, complete, and sat- 
isfactory solution. 

There is without doubt an opportunity for a great piece of beneficial and 
/constructive work by combining and coordinating all the various existing utility 
,- services, or those that are complementary and supplementary, into one or more 
well-balanced systems, the extent of which should be determined by the nature 
of the service, by the extent of the service rendered, and by commercial, geo- 
graphic, economic reasons, and by combining in a direct . manner, and as far as 
possible divorced from political or partisan or class influence, the requisite 
power and authority of the Federal Government expressed in a mandate to 
equilibrate revenue, operating costs, and capital charges, with an operating 
organization, adapted to the requirements of the service and based on the 
methods which experience, enterprise, and operation in the industrial world 
have shown to be effective, efficient, and economical. 

Government control and regulation and restrictions need the same cure that 
our utilities do — combination, coordination, cooperation — " one system " inter- 
dependent and interrelating, with a single or coordinated responsible control 
over all similar utilities and over all the factors that make for operation, for 
continuity, for permanence, for efficiency, and success, and, above all, there 
must be recognition of the fact that neither labor, management, nor capital is 
Independent of the others, and that neither can permanently get any benefit at 
.he sacrifice of the others, and that permanent maintenance of operating organ- 
ization depends upon reasonable rewards for the actual contribution of each to 
the work. 

ELECTRICAL TRANSMISSION OF INTELLIGENCE. 

Facilities for interchange of intelligence or ideas by electrical transmission 
are substantially different from facilities for other interchange, in that nothing 
tangible is transmitted or transported ; the transmission is a series of electric 
vibrations or interruptions, totally dissimilar to transportation of goods, letters, 
passengers, in which the actually tangible thing is carried in bulk or in quan- 
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tity and can be handled or transferred ; and the vehicle or the train of vehicles 
In which it is carried is the nearest to a unit of transportation. 

All utilities of transportation can be divided up into systems of greater or 
less extent. In through passenger or freight service there is a limit to direct 
continuous transit due to the methods and machinery and facilities of trans- 
portation. In telegraphy, the more direct and continuous the transmission, the 
more perfect the service; but in the telephone service direct and continuous 
transmission is essential to any service. In all other utilities of intercom- 
munication the transmission or transportation must be from one point to some 
other point and need not be continuous, direct, or necessarily over the same 
system. Telephone transmission, however, must be direct and continuous; it is 
an actual conversation between two parties ; the connection must be continuous, 
direct, and over the same system. This introduces an essential prerequisite 
to service in telephony which does not exist in any other public service. 

The transmitting currents of the telegraph and telephone are similar in many 
of their features, but the telegraph transmits vibrations or interruptions of 
current which are translated into letters and written words, while the tele- 
phone transmits vibrations or partial interruptions of the current which in 
themselves form the spoken word. 

It has developed early in the evolution of the telephone service that while 
there were common features in the technique, the service rendered was entirely 
distinct, each having its own particular field, not competitive but comple- 
mentary. Long before the common use of the wire plant for both purposes was 
developed the advantage of a combined system of telegraph and telephone 
under one control was recognized. 

The ideal of one wire system, universal (national), Interdependent, inter- 
communicating, under one control, has been consistently pursued by the Bell 
system against the cry of monopoly and usurpation and charges of aggression 
and so-called competition. This ideal has been completely vindicated in that 
one system is now recognized as the only method for comprehensive tele- 
phone service, and is now being urged on opposing systems, instead of being 
opposed. 

The combination of the telephone and telegraph systems, which was under- 
taken by the Bell system but set aside under the interpretation and the appli- 
cation of existing laws, demonstrated in the short time of its existance the 
advantages. 

In 1909 it was thought that a great public benefit could be obtained from the 
union of the telephone and telegraph and that by gradually utilizing all wires 
for both purposes, and by making one plant serve for both purposes, the mainte- 
nance, the organization and, above all, the depreciation, which is very large 
in open-wire systems, of one plant could be saved. While the immediate utiliza- 
tion of one plant for both purposes would require reconstruction and rearrange- 
ment of facilities, which would be too costly and make too much disturbance, 
the ultimate utilization would be made in the ordinary course of maintenance 
and reconstruction in the course of a few years with little cost and no disturb- 
ance. It was, however, immediately possible to make every one of the 10,000,000 
telephone stations day and night telegraph stations, and thus reduce the number 
of telegraph offices which were maintained at a loss, and to expidite and cheapen 
delivery of messages beyond the delivery districts or in the country ; and it was 
also possible to introduce some new forms of cheap deferred service. 

The wire system of the future will be one nation-wide system, under single 
control, by or over which direct connection can be established between any two 
places for the electrical transmission of any communication or of the spoken 
word ; and every individual place will be the center of the system for transmis- 
sion In any direction to the limit of transmission. 

The science of industrial application of electricity is almost as new as the 
telephone. The whole telephone art had to be created, it did not exist, nor was 
there, as is usual in new enterprises, anything analogous to it upon which to 
base action and policy. It was necessary from the very beginning of the tele- 
phone development by the Bell system to maintain a research investigation ex- 
perimental department. At first small and inconspicuous, but extremely alert 
and wide-awake, it has grown into one of the largest laboratories of the appli- 
cation of science to industrial development in the world, and engages the serv- 
ices of a large number of the most eminent scientists who are devoting them- 
selves to the unfolding of natural laws and phenomena and their application to 
the art of electrical transmission of intelligence. To this branch or department 
is due the fact that this country leads the world in that art, and its work has 
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made possible a continuous reduction in the average charges per unit of service 
through the savings in cost of operation, equipment, construction, etc. It is 
estimated that the present savings over methods prevailing not many years ago, 
in operation and construction, amount to at least $50,000,000 a year. 

The marked development which justified the early belief in the common fac- 
tors of telephonic and telegraphic evolution was the superimposing on the tele- 
phone wires simultaneous telegraph transmission, now so developed that all 
toll lines of any length are being or can be used for the dual purpose. Among 
the multitude of other improvements was the twisted-pair wire circuit, which 
neutralized extraneous noises induced by high-voltage electric power or light 
transmission and by static currents, which are so deadly and so limit the use- 
fulness of wireless transmission; and the multiple switchboard, which made 
Immediate connections possible in exchange service. These two have contrib- 
uted more than any other two things to make exchange and long-line service 
popular and practicable. 

The development of the utilization of plant and the search for new uses 
both for telephone and telegraph were continuous. 

The multiplexing of the telegraph side of the telephone wire, and the phantom 
telephone circuit, by which a third telephonic circuit could be superimposed on 
every two telephone circuits, were two very important results. The studies 
and observations on applied telephone practice may be said to have greatly 
cheapened, and to have revolutionized apparatus and operating methods, each 
few years. The distance of transmission through aerial and underground 
cables was extended from a few miles to 500 miles, and now it is certain of 
being extended to 1,000 miles or more. This will ultimately be productive of 
great economy on leads carrying a large number of wires, and of great efficiency 
in bridging districts where there is frequent occurrence of destructive sleet and 
windstorms. The reduction of the size of the wire and the weight of copper 
required in the transmission circuits not only greatly reduced the cost of mate- 
rial but made it possible to use in the underground conduits cables with as high 
as 30 times the number of circuits for which they were originally intended. 
When we consider that there are over 20,000,000 miles of copper wire in use 
and the reduction in weight to one-half or even one-quarter of what was form- 
erly needed, the saving can be appreciated. When we realize that the under- 
ground conduits for the telephone cables have cost over $100,000,000, some idea 
of the saving in construction through increased capacity can be formed. Open- 
wire transmission was developed from a somewhat indifferent transmission 
from New York to Chicago requiring special terminals in exchanges, to com- 
mercial transmission across the continent from any exchange terminal, and at 
the same time it was made possible to run the long-distance circuits through 
the underground exchange systems and not around them, as was the practice. 

Early in 1915, after several years of experimenting, research, and investiga- 
tion, wireless or radio telephoning was made a practical demonstrated success. 
Through the courtesy and assistance of our Navy Department in giving us the 
use of the Arlington wireless station, and the cooperation of naval officials, the 
voice was transmitted by radio from Arlington, Va., to Paris and Hawaii by 
radio transmission, where were stationed members of the research department 
of the Bell system. The Secretary of the Navy, from his office, talked by wire 
and wireless to the commander of a war vessel off Hatteras, as did also the 
commandant from Mare Island, Cal., by transcontinental wire and radio. This 
radio has been most useful in our late war. Through the cooperation of officers 
of the Signal Corps and the experts of the Bell system, it has been adapted to 
communication between aeroplanes in the air and between them and ground 
stations, and it was used with great effect in locating hidden guns, in communi- 
cating the aero observations of the effect of bombardments, etc. It was also of 
great service in the submarine warfare. It is now possible to establish — and 
had it not been for the interruption caused by the war, there would have been 
in operation — a combination of aero and wire transmission between the land 
exchanges and vessels off the coast. 

A method of multiplex typewriter transmission has been developed which 
many times augments the telegraphic capacity of the wires, and only recently 
the practical application of a method of multiplex telephony, the result of the 
work of years, has been made, by which four or more telephone circuits can be 
superimposed on the regular telephone circuit, and curiously enough the trans- 
mission over the superimposed circuits is superior to that over the regular 
circuit. It is not a valuable but an Interesting scientific feature that it is 
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possible for two people at one end of the circuit to talk to each other via a 
distant point over the same circuit. 

These great developments of the utilization of plant for simultaneous and 
greatly increased service are the latest practical applications of the work of 
the technical department of the Bell system. With less .than half the weight of 
copper that was formerly used to transmit one conversation, it is now possible 
to transmit over one wire circuit at the same time at least five and one-half 
telephonic messages and a large multiple of the number of telegraph messages 
formerly possible. 

While these new uses require the most delicate balancing and adjusting and 
close attention, they are simple in operation. To introduce them, however, re- 
quires so much rearrangement of circuits and instruments that immediate uitli- 
zation is too costly and it must be done — as it can be at small cost — in the pro- 
cess of reconstruction over a course of years. 

It can be safely said that with the same weight of copper which was formerly 
required for one telegraph or one telephone circuit, ten or twelve times the 
telephone and telegraph use is now possible at any one time, and when we 
consider the total capacity which in the telephone system is unutilized at cer- 
tain hours, many new services in addition when would be of great benefit to 
our commercal and economic and social organizations can be introduced. Dis- 
tant accomplishment is usually foreshadowed by present evidence, and judging 
from the past, there is abundant evidence that the future accomplishments will 
be greater than any that have gone before. 

While these results are the work of and were possible only because of this 
technical scientific department of the system, much has been done and much will, 
be done by individuals working along more or less the same general lines of 
investigation. Such work has been contributory. Almost without exception, 
improvements in apparatus or operation which are considered integral or com- 
plete in themselves are really the coordinated combined results of many in- 
dividuals working upon many ideas in connection with experimentation and 
practical application, and to obtan certain results. In fact, the art has reached 
a point in development where it is impossible to differentiate research and ex- 
perimentation as between the separate methods of transmission, and all labora- 
tory and experimental work in all lines must be coordinated and carried on in 
connection with the practical operation over a system corresponding in extent 
with the system upon which it is intended to be used. The w T ork of investiga- 
tion, research, and experimentation is at best expensive* but is indispensable 
in a new art and the cost if spread over a large system is relatively small 

Whatever the status of a wire system, Government owned or private owned, 
it is and must be a virtual monopoly, combining both telegraph and telephone. 
Competition in the telephone service in its real sense can not exist. If there 
are two systems in any place, the choice of system is controlled by the list of 
subscribers connected on one or the other of the systems; beyond a small per- 
centage, there would be no duplications. Opposition telephone service means 
two payments to get complete service. Each system, where there are two or 
more, offers an entirely different service, in that the great majority of sub- 
scribers are not the same. 

Competition in the telegraph business in the true sense of the word has not 
existed for years. It is true that there has been competition for, or a division 
of, the profitable business at less than one>fifth of the public telegraph offices, 
serving about one-half the population in this country. There is no competition 
at the other four-fifths of the offices, which are maintained at a loss for the , 

purpose of giving a public and necessary service to about 50 per cent of the y 
population ; and one of the competing companies frankly states in its published 
reports that it has no intention of competing for unprofitable business. If this 
is to be the rule, a large part of the public could not be given the essential 
facilities for everyday life. 

In every public service the revenue comes from uniform charges based on 
average costs. Some service must be rendered at a loss; the average profit 
must carry the business as a whole. When competition divides the profitable 
business, the average charge must be not only sufficient to carry the unprofitable 
business but also to pay the fixed charges and operation of a duplicate and 
unnecessary plant. 

The public pays for competition either in cost of maintaining duplicate sys- / 
terns or in lack of quality or quantity and extent of service. v 

In 1917 the Bell system of toll lines alone embraced over 350,000 miles of 
pole lines and 3,500,000 miles of wire, of which 1,000,000 miles were under- 
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ground, while the combined telegraph systems embraced less than 250,000 miles 
of pole lines and 2,000,000 miles of wire. 

These telegraph facilities represent an investment of at least $200,000,000 in 
poles and wires alone, without equipment. Depreciation and destruction of 
open wires and their maintenance call for at least 10 per cent a year, while 
interest charges are 6 per cent, totaling $32,000,000 a year additional cost for 
the maintenance of a separate system, a sum equal to the gross telegraph 
revenue only a few years ago. 

While the economy of the combined system could not be brought about im- 
mediately, as the cost of the reconstruction and rearrangement for that pur- 
pose would be very great and disturbing, it could all be brought about with 
small increased cost in a few years as maintenance and destruction and de- 
preciation call for reconstruction, and substantially all existing plant can be 
utilized for necessary expansion. 

While much of this may at first seem to be immaterial to the question under 
consideration, it is most pertinent. In these accomplished results and devel- 
oped experience are the potent factors which must control the final determina- 
tion of the solution of the problem. Based on experience of the past and 
foreshadowed evolution of the future, the evolution of the economic and prac- 
tical operation of electrical transmission in all its forms is indisputably 
toward one common system embracing all methods of transmission of intelli- 
gence. 

The measure of the extent and comprehensiveness of the future wire system 
is and always will be the telephone system. 

Upon the interconnecting system of wires, necessary for telephone purposes, 
every other possible form of electrical wire transmission of intelligence or ex- 
change of ideas can be superimposed with abundant room for a great expan- 
sion of new and cheaper services. 

In all this development we claim for the Bell system a respect and regard 
for public service which has not been destroyed or handicapped by private 
selfish interests. The shareholders of the American Telephone & Telegraph 
Co. have been content with a return on their investment which in good seasons 
as well as bad has been sufficient, but not more than sufficient, to enable them 
to raise the large sums necessary to meet the public demands for enlarged 
public service. This return has not been materially increased, nor have any 
extra dividends or " plums " been divided for at least 30 years ; all surplus has 
been put back into plant and the public have had the use of it. 

There is no " water " in the securities, as there has been paid in premiums 
to the treasury of the American Telephone & Telegraph Co. considerably more 
than the par value of the stock outstanding. 

The amount paid out as dividends and interest in 1 1917 was 4.74 per cent on 
the actual book value of the plant, and the aggregate book value is considerably 
less than the aggregate of all official appraisements that have been made. 
Average charges per unit of service have been continuously reduced; a very 
large majority get the service at much less than the average charges, and some 
class of service has been placed within the reach of all. 

In order that there should be a nation-wide system, large cities and extensive 
areas — in fact, whole States — have been operated at an actual loss by the Bell 
system. The service and plant have been maintained at a uniform standard 
that transmission over the whole country might be had in every direction and 
between all points. Otherwise it would be impossible to give dependable local 
service except in certain and restricted areas and long-distance service only 
between the principal places, and there not through the regular exchange serv- 
ice. This has only been possible because from the beginning all the surplus 
earnings over and above the regular charges have been invested in plant, of 
which the public has had the use directly and indirectly without any capital 
charge. 

Notwithstanding the great increases in wages and material, which have more 
than doubled costs, only in places where glaring inequalities existed has any 
increase in charges been made on this account, and it is expected that not 
more than an average of 10 per cent increase will be necessary to meet the 
abnormal increases in costs. 

This constitutes what is in fact a reduction of at least 50 per cent in the 
charges for telephone service as compared with the increased charges for every 
other class of service and as compared with relative ability to pay. 
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CABLES. 

Should the United States become the center of a cable system commensurate 
with and sufficient to fully protect its political and economic position? 

Substantially all the developments of electrical transmission by open wire 
have reflected on submarine cable and aero electrical transmission. It is im- 
possible at this advanced state in the art of electrical transmission to differen- 
tiate experimentation or investigation between the different methods, and many 
of the new devices and principles which have been developed are most far- 
reaching in their applicability to all systems of transmission. Submarine 
•cable capacity for transmission has already been greatly increased, and the 
prospects of still greater increase are promising. 

Over land lines, submarine cables, and radio it is within limits to say that 
•electric signals can be transmitted any distance, even around the world; over 
land lines and aero the same may be said of the transmission of speech, but as 
yet the transmission of speech over submarine cables of any length has not been 
possible. 

Submarine cable plant is the most costly plant for electrical transmission of 
intelligence. The coordinated operation of all cables giving more or less 
similar service is essential if the most effective cable service is to be had at the 
lowest possible cost. A certain percentage of cables are out of commission 
all the time and a large percentage most of the time. These interruptions of 
individual cables extend over long periods, at times a year or more. This 
makes competition wasteful and necessitates high prices for service. 

If operation is coordinated, the total capacity is greater than the total 
capacity of the systems operated separately, and other but less direct routes 
can be used to cover periods of emergency. 

There is on any cable system a variable load, determined largely by the 
difference in time and the overlapping business hours in the various countries 
between which the transmission takes place. This results in a lage per- 
centage of unused facilities which under unified operation cauld be used for 
circuitous transmission in an emergency or in competition with direct service, 
or for deferred services at cheaper rates where a little delay is immaterial. 

INTERNATIONAL INTERCOMMUNICATION. 

Commerce depends on facilities of intercommunication and intercourse. 
Without them it is impossible. With poor facilities it is speculative, uncertain, 
because of the time and risk involved. Quick communication reduces the 
capital needed and makes frequent " turnover " possible. 

If the purchaser and seller at distant points can get into quick communica- 
tion, business can be done on small margin. If days, weeks, or months are 
necessary to complete the purchase and sale the margin must be relatively 
large — at the expense of the producer. 

Quick, cheap, abundant, dependable facilities of intercourse and transporta- 
tion are necessary in the development of regular commerce. We are building 
the ships and ships can be transferred from one port to another as commerce 
demands. To keep our ships and our mercantile agents in touch with home 
ports and home offices we are now dependent on facilities centering on the other 
side of the ocean. • ^ 

My efforts toward an intranational and international electric communication 
system are of long standing. The whole development of the Bell Telephone 
system from the beginning was based on comprehensive intercommunicating 
system by wire. When the American Telephone & Telegraph Co. bought the 
Western Union, its first attempt was to secure trans-Atlantic cables by laying 
one and leasing several. Some new and beneficial services were inaugurated, 
more were contemplated. It was our intention to develop this system and ulti- 
mately bring the United States into focus with the great arterial cable systems 
throughout the world. The combination was not then countenanced by the 
Government. 

If the United States is to maintain commercial supremacy, or even equality, 
there must be established the great trade forerunners, which in these days 
of intense activity is a comprehensive cable system. If American commerce is 
to be developed, it must have better means of communication at a cost which 
will not handicap a large volume of business at a small profit. The days of 
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small business and of large profits passed With the clipper ships and indifferent 
mail communication. 

Mail communication is by far too slow for commercial development in these 
days. Wireless communication is yet far from perfect, and while it has its- 
place, and an important one, it is not probable that it will ever be dependable. 
The only existing method of quick communication is by the wire and cable. 
These facilities take time and enterprise to establish. Cable construction 
and laying take time, and cables can not be readily moved from an original 
location except by reconstruction. 

Where abundant facilities exist, however, if under one control, they can 
oftentimes be readily and quickly rearranged and connected to suit changing 
conditions. 

The world's system of international electric communication, largely cable, 
while comprehensive, abundant, and efficient, has been built up primarily on the 
basis of connecting the commercial world with the Old World centers, focusing- 
these world facilities, as it were, on the Old World's centers of finance, com- 
merce, and industry. National prestige, local interests, competitive enterprise 
have influenced location, extension, and combinations, so that these facilities 
are not in all cases arranged to be productive of the maximum possibilities of 
either broad efficiency or the greatest economy. 

The United States is connected with this world system, but on one side as a 
contributing field to be reached and exploited, and not primarily as a center. 
This must be changed and the United States put into its relative world posi- 
tion, put into the focus of a world system of electrical intercommunication, as 
one of the most, if not the most, important center of commerce, industry, and 
finance, that full advantage may be taken of its position and the opportunities 
now existing. 

We must give our commerce what it needs and what the commerce of the 
old countries already has. Our international wire service has become a 
" utility of necessity " and must be treated accordingly. 

From the United States to the greater part of the world electrical intercom- 
munication is expensive and roundabout. 

While we have communication with South America, our South American; 
electrical communication now goes through several intermediate countries, and 
the interchange between the eastern coasts of North America and South 
America has to cross either two continents or two oceans. While we have one 
cable between the Pacific coast of America and the Pacific coast of Asia, one 
cable for such a distance and such an extent must necessarily be uncertain and 
more or less indirect. The east coast of South America must have a direct cable 
to the United States entirely under control of American interests and not a 
foreign connection. There must be a North Pacific cable connecting the United 
States wire system with the Asiatic wire and cable system, and an alternate 
route to Europe across the eastern continent. Where our communication must 
necessarily pass through other countries we should have alternate routes passing 
through different countries. 

By utilizing and unifying the operations of the existing and abundant trans- 
Atlantic cable facilities, direct connection can be established with every country 
in Europe through some immediate rearrangement, and as soon as possible 
some relaying, relocating, some extension of the old and the laying of some new 
cables. 

While private property must be respected, proprietary rights should not be 
allowed to obstruct this solution any more than proprietary rights of any utility 
should prevent regulated or controlled operation. The (institutional- rights in 
each case are identical. 

While our national wire systems are wasteful in superfluous plant, our inter- 
national wire systems are correspondingly as deficient, especially in the location 
and arrangement of plant. 

To meet our national requirements, we must have a combined intranational 
and international electric transmission service which will place all of our great 
centers in quick and close and available communication with the great centers 
of every country with which we have developed or potential business. 

The United States must be brought into the center of a world system of 
electrical intercommunication. Its ships and merchants must not depend upon 
the gracious courtesy of any other country to get direct home wire communi- 
cation. If there is not, there should be an international comity which will 
allow this. If done thoroughly, this must be done under the aegis of govern- 
mental authority, through specially shaped legislation. Much can be done by 
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the present cable systems combining and operating in close connection with the 
land systems. To do a thorough piece of work, however, there must be con- 
siderable expenditure of capital on relocation, extension, etc., and if we are 
to have an independent international cable system, we must be independent 
of foreign cable manufacture. For our extensions and repairs, we must not be 
dependent upon any other nation. In an international system there would be 
sufficient demand to warrant the establishment of a cable manufacturing plant 
in the United States. 

The most immediate part of the program, the part that will bring the 
quickest results, is the unifying and coordinating of the existing cable systems, 
followed as quickly as possible by such relocating as can be done at once, and 
by laying, as soon as possible, the east coast cable. 

This country is spending thousands of millions of dollars to build ships to 
compete for foreign commerce and yet leaves the very " essential " to the build- 
ing up of foreign commerce— ^uick reliable intercommunication— 'entirely to 
private initiative and to foreign enterprise. With as many tens of millions' 
and the cooperation of the existing cable companies controlled in the United 
States, a system could be built up which would put_the business of the United 
States, as it were, at the front door of every business house of the world, and 
while it would need Government aid at the start and until established, it 
will be indirectly profitable from the start and without doubt will be profitable y 
in time. -*^ 

I do not think there is any question about the wisdom of the policy, one grand 
system reaching to all countries with which we have relations, extending as 
rapidly as possible to all other countries in which potentialities exist, fostered 
by the Government at the start. It Is to be regretted that the questions of 
Government ownership and of superior foreign rights have been brought into 
this cable question to handicap the solution of this big and most important 
problem, Which must be settled from an American standpoint by some coordi- 
nated correlated combination of Government authority and private operation 
or operation founded on the best traditions of private operation free from po- 
litical interference and combined in a federalized corporation. 

When all this is done, working in close connection with or under the close 
supervision of the land system, the United States would have the most complete* 
comprehensive system of world intercourse and intercommunication in ex- 
istence. 

This can not be done directly by the Government although some Government 
encouragement and aid at the start will be needed. There are many points 
of an agreement to be reached between alien individuals and corporations, there 
will be much dealing with the respective governments which would be con- 
fined to the interests and questions involved if conducted by private individuals, 
but which might become international questions, although purely local, if the 
Government were directly involved. 

If, however, all the advantages of the Government prestige together with 
the admitted advantages of private operation under Government control could 
be obtained, it could be done by some new organization, or by one of the old 
organizations as a nucleus about which to create the system — this corporation to 
be federalized and under Government auspices and regulation. 

The attempt recently made to make an international question or raise a 
question as to the right of the United States Government to direct the opera- 
tion of cables owned and controlled and terminating in the United States, so 
as to obtain the greatest efficiency in a time of abnormal demands, emphasizes 
the fact that the United States should have at least equal facilities to those 
of other countries and at least equal control over the facilities terminating 
in the United States. 

There must be no question as to the right or the necessity of the United States 
to build up a commercial international wire system of which the United 
States is the center, instead of remaining at one side of an international system 
which centers in the English Channel. Nor should there be any such a spectacle 
as an American-owned company obstructing the creation of an all-American 
cable system. 

For what is the United States spending thousands of millions of dollars on 
means of transportation of American commerce if it is to have no abundant 
available facilities for the agents who spread that commerce and if the Fhips 
that carry it can not have a ready communication without the consent of any 
foreign nation? 
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Under the comity of nations in times of peace, citizens, mail carriers, ships, 
etc., have, subject to reasonable regulation, the right to land, land and to cross 
or pass in transit to other countries. The mails are communications of intelli- 
gence. The cable is a facility of intercourse and intercommunication — a carrier 
of intelligence. There should be — subject to reasonable and necessary regula- 
tions and restrictions, such as a sovereign country has the right to, and must 
prescribe for its own protection — the same rights as to the electrical transmis- 
sion of intelligence. 

In making this reply it has been my desire to present the actual conditions 
and salient features of electric communication and the possibilities of the 
future. 

While some suggestions are made in this communication as to the requisite 
features of the future organization of these systems, no attempt has been made 
to set out the details of such a plan. If so requested, it would give me great 
pleasure to furnish your committee with more detailed suggestions as to what 
would in my opinion be the most practical solution. 

Respectfully submitted. 

Thbo. N. Vail. 

United States Senate, 

Committee on the Census, 

January 4, 1919. 

My Deab Judge Moon : I inclose herewith a telegram regarding Federal con- 
trol of telegraph and telephone lines, and will be pleased to have you give it 
careful consideration. With best wishes, I am, 
Yours, very sincerely, 

Mobbis Sheppabd. 
Hon. John A. Moon, M. 0., 

Washington, D. C. 

[Telegram.] 

Bbadwell, Tex., January 3, 1919 — 11. SO a. m. 
Hon. Mobbis Sheppabd, 

Senate, Washington, D. C: 

Referring to House joint resolution 368 by Moon, concerning continuation of 
Federal control of wire systems, I suggest that same would better conserve 
interests of both Government and present owners if time for termination of such 
control in event systems are not purchased by Government was made definite. 
All of the independent telephones interests of Texas who have given this matter 
any thought are of the same opinion and should know definitely when they may 
expect return of property on account of making arrangements for future man- 
agement of same. 

C .D. Logbebbe, 
Owner Bradwell Telephone Co. 

The Pleasanton Telephone Co., 
Pleasanton, Kans., December 26, 1918. 
Hon. John A. Moon, 

House of Representatives f Washington, D. C. 

Deab Sib: In regard to House joint resolution No. 386, commonly known as 
the Moon bill, which you introduced in the House of Representatives, I am in- 
terested as an owner and manager of the properties of the Pleasanton Telephone 
Co., of Pleasanton, Kans. 

Since the Post Office Department is controlling the operation of these proper- 
ties and thereby eliminating all initiative of the owners for an indefinite period, 
and although the department is making an effort to enter into contractual rela- 
tions with the owners of these properties, these contracts can not be for a 
definite period, and while the war compelled the department to enter upon an 
adjustment of wages of the employees of the former owners, and at the same 
time the incomes of these properties are being adjusted, mostly down, the Gov- 
ernment is incurring a responsibility for the future welfare of this service in 
which both the public and the owners are vitally interested. 

The telephone service that is rendered to the business and homes of our coun- 
try is of a very personal nature, more close than the postal service, and enters 
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into the very home life of our people, and the average person is more particular 
in regard to the telephone service rendered than their political relations, 
and I trust the actions of our Government will in no way take on the nature 
of political divisions. 

Since this responsibility of the telephone welfare has been incurred by the 
Government I believe it very essential that Congress enter upon some definite 
plan for either purchasing these properties or of turning them back to their 
owners, and that whichever action is taken that the owners be notified at least 
one year in advance so that those who are responsible for the service will know 
what to look forward to. 

Should there be any way in which we can cooperate with you in arriving at 
the proper solution, our personal friend and representative in Washington, F. B. 
Mackinnon, will be glad to come to you. 
Yours, truly, 

Samuel Tucker, Manager. 

United States Independent Telephone Association, 

St. Paul, Minn., December 20, 1918. 
Hon. John A. Moon, 

Chairman Committee on the Post Office and Post Roads 

House of Representatives, Washington, D. C. 

Dear Sib : I wish to acknowledge receipt of your letter of the 16th of De- 
cember and the copy of House joint resolution 368. 

I assume that I am asked for an expression of views because of my con- 
nection with the United States Independent Telephone Association as its 
president. Because of this connection, and in the absence of any considera- 
tion of this measure by the association members or by its board of directors, 
I feel that possibly any expression of opinion on my part might be understood 
as representing the sentiment of the association. For that reason I would 
much prefer to withhold any expression of opinion until such time as the 
association members or the board of directors may have the opportunity of 
discussing it fully. When this has been done I shall be pleased to convey to 
you such conclusions as they may direct, as well as my personal ideas, should 
they differ. 

Very respectfully, 

G. W. Robinson. 



The Olathe Citizens' Telephone Co., 

Olathe, Kans., January 6, 1919. 
Hon. John A. Moon, 

Washington, D. C. 

Deab Sir: I notice in Telephony, also in the daily papers, that you have 
introduced a resolution in Congress concerning the Government control and 
ownership of the telephone industries. 

I feel sure that you have at heart the interests of the public and are honest 
in your convictions, but beg leave to ask you to carefully consider from an 
impartial standpoint the interests of those who have invested their money and 
diligently endeavored to serve the public, and at the same time make a fair 
return on the money invested, the same as in any other line of business. 

To those of us who have fought the battles of the telephone business, which 
include the sleet storms in the winter and the lightning and tornado in sum- 
mer, also the constant danger of loss by fire, which we are unable to insure 
against, it seems we should be allowed even more consideration than those 
who have not had so much risk, say nothing of the worry, and we earnestly 
ask that you take these things into account and that you at least embody in 
your resolution a specific time — one, two, or three years — that the Government 
supervise or they will purchase our properties. 
Yours, very respectfully, 

Per F. M. Lobimeb, Manager. 

Gibard, Kans., December 26, 1918. 
Hon. John A. Moon, 

Washington, D. C. 

Deab Mb. Moon : We note from the newspapers that you have introduced a 
resolution in the House of Representatives asking for extended control over 
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the telephone and telegraph lines of the country in excess of the time appointed 
in the proclamation of the President in taking over the wire systems last 
summer. 

Your resolution is very good, but we in the telephone field believe it could be 
improved if it were amended to make the period of control for a definite period 
of time, say for one year or two years or three years after the date of exchange, 
of articles of peace. Some definite period of time would enable those engaged 
in the business to make some definite kind of a policy in handling their business 
during the reconstruction period. 

Trusting that you will accept this suggestion for the good of the service, 
believe me to be, 



Yours, very truly, 



The Crawfobd Telephone & Telegraph Co., 
L. E. Colls, Treasurer. 



Dearborn Telephone Co., 
Dearborn, Mo., December 27, 1918. 
Mr. John A. Moon, 

House of Representatives, Washington, D. C. 

Dear Mr. Moon : Am asking of you to give to the telephone companies a 
chance for a square deal in this matter by stating some specific date on which 
the Government will take over the telephone lines or return them to the owners. 
I am not complaining, nor do think any of the telephone companies have 
flinched in any way to do their bit in winning the war. But as we now have 
peace, would be glad if we could have some date on which we could expect a 
final settlement of some kind. 

Respectfully submitted. 

F. E. Jeffers, Manager. 

United States Independent Telephone Association, 

Washington, D. C, December 26, 1918. 
Hon. John A. Moon, 

Chairman Committee on the Post Office and Post Roads, 

House of Representatives, Washington, D. C, 

Sib : Under date of December 19 you wrote me inclosing copy of House Joint 
Resolution No. 368, and requesting that I submit to you my views on this 
resolution. 

The resolution as I see it involves four propositions, the last three of which 
have to do with Government ownership or permanent Government control of 
the telephone and telegraph companies. In my opinion, the question of Govern- 
ment ownership or permanent control is one to be decided by the people through 
their authorized representatives as a matter of general governmental policy. 

As to the first proposition — that of extending the period of Government con- 
trol — I am not in favor of an indefinite period. One of the greatest difficulties 
with the present situation is that the companies are in a state of uncertainty 
as to when the period of Government control will end. The consensus of 
opinion of well-informed men in the telephone industry, as I have been able 
to ascertain that opinion, is in favor of a definite period as against the in- 
definite one of the present law or as proposed in your resolution. As to what 
this period should be, opinions differ. Some favor five years and others one 
year. I believe a period between these two extremes will be satisfactory to the 
industry. 

• Very truly, 

F. B. Mackinnon, Vice President. 



House of Representatives, United States, 
Committee on the Merchant Marine and Fisheries, 

Washington, D. C, January 4, 1919. 
Hon John A. Moon, 

Chairman Committee on the Post Office and Post Roads, 

House of Representatives, Washington, D. C. 

My Dear Mr. Chairman : I beg to call your attention to the inclosed letter 
of December 30, addressed to me by Mr. Pascal Parker, president of the Lib- 
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«rty Telephone Co., Liberty, Mo., in my district. Mr. Parker is one of my 
esteemed constituents, and I am referring his letter to you for consideration 
as it relates to joint resolution 3.68, the bill of which you are the author. 
Very sincerely, 

J. W. Alexander. 

Libebty Telephone Co., 
Liberty, Mo., December 30, 1918. 
Hon. Joshua Alexandeb, 

Washington, D. C. 

Dear Sir : I understand that joint resolution No. 368 presented by Hon. J: A. 
Moon, will come up shortly and wish to state that our company is in favor of 
this bill, except we feel it is too indefinite and should be amended to cover some 
specific time, such as one, two, or five years after peace is signed. 

Hoping you will see your way clear to support this amendment, and thank- 
ing you in advance, we remain, 
Yours, very truly, 

Liberty Telephone Co., 
By Pascal Parker, President. 



Postal Telegbaph-Cable Co. op Texas, 

Dallas, Tex., December 28, 1918, 

Hon. John A. Moon, 

Chairman Committee on the Post Office and Post Roads, 

House of Representatives, 

Washington, p. C. 

Deab Sib: I have your letter of December 16, with inciosures. I appreciate 
your giving me the opportunity to express my views on the joint resolution 
providing for extension of the period of Government control and possession 
of the telegraph and telephone systems, but I must confess at the outset that 
I have not had the opportunity to view this broad question from every angle 
and that my mind is still open on the subject. 

There is one phase of it which, so far as I can learn, has never received any 
attention in public discussions and that Is the question of continuing telegraph 
service to the many thousand places that are now served by the commercial 
telegraph companies through the railroads. There are many kinds of contracts 
between the telegraph companies and the railroads for handling the com- 
mercial telegraph business, but I believe most of these contracts are only a 
connecting line agreement. The railroad owns the telegraph line and receives 
all the revenue derived from commercial-telegraph service between its own 
stations and divides the tolls on telegrams going to points off its lines. These 
thousands of railroad offices are known to the public as offices of one of the 
telegraph companies ; the signs of the telegraph company are displayed and the 
telegraph company's blanks are used. Now, the purchase by the Government 
of the commercial-telegraph lines would make it necessary for the Govern- 
ment to purchase the railroad-telegraph line or make some arrangement with 
the railroad company for the use of such wires as are necessary to handle 
the public-telegraph business. In the consideration of the question as a whole 
this may be but a detail to be worked out, but it seems to me to be an im- 
portant matter. This company has a connecting-line contract with the Rock 
Island Railroad, but the purchase of our lines by the Government would not 
include the railroad telegraph, although the stations are known and advertised 
as offices of this company. 

The introduction of this resolution at this time is proper. The Postmaster 
General has had extensive surveys made by the telegraph companies looking 
toward consolidations that would result in substantial reductions in operat- 
ing expenses, but it would not pay to make the contemplated changes unless 
they are to be permanent or continued for a long period beyond the time of the 
signing of the peace treaty. 
Yours, very truly, 

W. L. Jones, 
President and General Manager. 
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Liberty Telephone Co., 
Liberty, Mo., December 28, 1918. 
Hon. J. A. Moon, 

Washington, D. C. 

Deab Sib: I understand that your joint bill No. 368 will come up shortly, 
and wish to state that our company is in favor of this bill, except we feel it is 
too indefinite and should be amended to cover some specific time, such as one, 
two, or five years after peace is signed. 

Hoping you will see your way clear to support this amendment, and thanking: 
you in advance, we remain, 
Yours, very truly, 

Libebty Telephone Co., 
By Pascal Pabkeb, President. 



Emporia Telephone Co., 
Emporia, Kans., December 28, 1918. 
Hon. John A. Moon, 

House of Representatives, Washington, D. C. 

Deab Sib: I have just read in the press your joint resolution, introduced in 
Congress on December 13, in regard to wire company control. I believe your 
action was wise and will be commended by thoughtful people as the logical 
step in Government regulation. 

I believe, however, that Government ownership is not the logical solution and 
that the period of Government control should end within one year after peace 
has been established. That, however, is simply my opinion. In a Republic, the 
majority rule, and if a majority of the people, after full investigation and 
mature reflection, want to take over all wires permanently they should be per- 
mitted to do so. Your resolution enables the public to act wisely at the 
proper time. 

I am, believe me, sincerely, yours, 

W. W. Finney, President. 



Fabmebs & Mebchants Telephone Co., 

Odessa, Mo., December 27, 1918. 
Hon. John A. Moon, 

Chairman Post Office Committee, Washington, D. C: 

Your introduction in Congress a few days ago of a bill providing for the 
authority of the Postmaster General to put the telegraph and telephone lines 
permanently under the control of the Government, is viewed with concern by 
owners of telephone properties. This indefinite extension of time of Govern- 
ment control set up in the minds of telephone property owners an uncertainty 
as to what course should be taken in regard to extensions and betterment of 
their plants, as well as a bad market for outstanding stocks of the various 
telephone enterprises. We urge that you at least fix a date on which Govern- 
ment control will cease and the properties turned back to the original owners, 
or legislation shall have been enacted authorizing the purchase of the prop- 
erties by the Government. 



Very respectfully, yours, 



Fabmebs & Mebchants Telephone Co., 
A. L. Coopeb, Manager. 



Lansing Telephone Co., 
Lansing, Kans., December 27, 1918. 
Hon. J. A. Moon, 

House of Representatives, Washington, D. C. 

Deab Sib: I am writing to you relative to House joint resolution 368, per- 
taining to Government control and ownership of telephone and telegraph prop- 
erties, which was introduced by you. I believe this resolution to be a good 
thing if it would only make provision for settling the matter one way or the 
other within a definite number of years. 
Yours, very truly, 

S. E. Pabisa. 
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Home Telephone Co., 
Nevada, Mo., December 23, 1918. 
Hon. John A. Moon, 

House of Representatives, Washington, D. €. 

Deab Sib : Confirming our telegram of December 23, we desire to express our 
approval of House joint resolution 368, excepting as to the clause providing 
for the extension of Government control. We suggest that this period be made 
more definite by providing for the termination of Government control at the 
end of two years from the date of signing of the formal declaration of peace. 
Yours, truly, 

Home Telephone Co. 



Hamilton Telephone Co., of Hamilton, Mo., 

Kansas City, Mo., December 26, 1918, 
Hon. John A. Moon, 

Chairman House Post Office Committee, Washington, D. C. 

Deab Sib: The writer of this letter does not wish to assume the r61e of 
advisor, but only to call to your attention the importance of there being a 
definite time or date designated in House bill 368 as to when the wire lines 
are to be finally taken over by the Government. It is evident that this is im- 
perative in fairness to those who now own said lines and who will be the most 
affected by the change contemplated. We are heartily in accord with the gen- 
eral plan of the Post Office Department and hope the matter may be adjusted 
in the interests of the whole people and that no legimate interest may sun* er. 
Respectfully, 

Hamilton Telephone Co., 
By C. H. Munsell, 

President. 



Johnson County Home Telephone Co., 

Warrensburg, Mo., December 24, 1918. 
Hon. John A. Moon, 

House of Congress, Washington, D. C. 

My Deab Sib: Information has reached us that you are to present to Con- 
gress what is known as House joint resolution 368, which has to do with Gov- 
ernment control of telephone companies of the United States, but which fails 
to set any definite time in which the telephone companies might expect their 
properties to be returned to them. 

Might we not suggest that, in all fairness to the owners of telephone property, 
an amendment be made to this resolution setting forth some definite date when 
the Government will return the telephone properties to their owners? 

We are sure you will see the reasonableness of this suggestion, and we feel 
that we can depend on you, as well as your coworkers, to see that some such 
amendment is attached to this bill. 
Sincerely, yours, 

L. C. Hendebson, Secretary. 



Oskaloosa Telephone Exchange, 

Oskaloosa, Kans., December 24, 1918. 
Hon. John A. Moon, 

House of Representatives, Washington, D. C. 

Deab Sib: Am writing you to say that I heartily approve in general your 
joint House bill 368, but wish to urge that same be amended, and suggest that 
the amendment contain some definite time for the ending of Government control. 
It is our idea that a period of two years from the time that the articles of peace 
are signed would be fair and just to all concerned. 

Thanking you in advance for consideration of my suggestion, I am, 
Truly, yours, 

Cubtis Patbick, Manager. 
100392— 19— pt 1 5 * 
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Oak Gbove Home Telephone Co., 
Oak Grove, Mo., December 26, 1918. 
Hon. John A. Moon, 

House of Representatives, Washington, D. 0. 

Dear Sib: We desire to approve of House Joint resolution 368, except as to 
the period of Government control. 

We think this period should be definite, and urged that the resolution be 
amended to provide for the termination of Government control at the end of 
two years after the formal declaration of peace. 

Oak Gbove Home Telephone Oo., 
W. T. McLaurine, Owner. 



Citizens' Telephone Co., 
Higginsville, Mo., December 26, 1918. 
Hon. John A. Moon, 

Representative in Congress, Washington, D. C. 

Deab Sib: As an operator of an Independent telephone company, I beg to 
suggest to you an amendment to House resolution 368 relative to the continu- 
ance of the Government operation and control of telephone lines and systems 
throughout the United States. 

Inasmuch as the operation of telephone systems are fraught with so many 
uncertain elements, we feel that this resolution should carry with it some 
definite proposition as to when these properties might be turned over to the 
private owners and not until " otherwise ordered by Congress," or until peace 
treaties have been exchanged and signed, but some definite period, say, one year 
after peace treaty. 

In saying this to you I feel sure that I am voicing the sentiment of nearly all 
of the independent telephone owners in the State of Missouri, if not over the 
entire United States. Hoping you will give this your serious consideration, 
I am, 

Yours, very truly, 

W. R. JOUBNEY, 

Manager Citizens 1 Telephone Co. 



Cass County Telephone Co., 
HarrisonvUlc, Mo., December 24, 1918. 
Hon. John A. Moon, 

House of Representatives, Washington, D. C. 

My Deab Sir : This is to indorse House joint resolution 368 with the following 
exception : 

In our opinion, in fairness to owners of telephone properties, same should be 
amended to provide a definite time for discontinuing Government control of 
telephone properties, say, two years after peace is declared. 

I have every reason to believe this bill would then meet with the approval 
of a large majority of the telephone men through the Middle West. 

Thanking you for your consideration of this amendment, I am, 
Yours, truly, 

W. B. Scruggs, President. 



The Cameron Telephone Co., 
Cameron, Mo., January 1, 1919. 
Hon. John A. Moon, 

Washington, D. C. 
Dear Sir: Wo notice through the press your bill (H. T. Res. 368) for the 
Federal ownership of telephone lines. 

We have supported willingly all efforts of the Government during the war 
in the control of our telephone exchanges and are sHll doing so f but we respect- 
fully call your attention to one point in your bill, that is, the indefinite time 
which you propose the Government shall keep the properties. 

We would like to suggest that you set a definite date — two, three, or four 
years — for the return to the original owners, so we may know just what to 
depend. 

Respectfully, 

The Cameron Telephone Co., 
S. D. Thompson, President. 
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House of Representatives, United States, 
Committee on the Mebchant Mabzne and Fisheries, 

Washington, D. C, January 8, 1919. 

Hon. John A. Moon, 

Chairmai Committee on Post Offices and Post Roads, 

House of Representatives, Washington, D. C. 

My Deab Sir : I beg to call your attention to the inclosed letter received by me 
from Mr. S. D. Thompson, president of the Cameron Telephone Co., Cameron, 
Mo., and referring to H. R. 368, of which you are the author. Trusting that 
this letter will have your best consideration, I am, 
Yours, sincerely, 

J. W. Alexander. 



The Cameron Telephone Co., 
Cameron, Mo., January 1, 1919. 
Hon. J. W. Alexander, 

House of Representatives, Washington, D. C. 

Dear Mr. Alexander: We would like to call your attention to bill (H. J. 
Res. 368) introduced by Hon. John A. Moon for the Federal ownership of tele- 
phone lines. 

We have gladly cooperated with the Postmaster General during his control 
of our property, and will continue to do so ; but there is one point in Mr. Moon's 
bill that is hardly fair to us — that is, the indefinite time set for the return of 
our property. 

There ought to be some date set for its return, or the Government will be 
placing us in an unfavorable position. 
Kindly do what you can for us. 
Respectfully, 

The Cameron Telephone Co., 
S. D. Thompson, President. 

The Osawatomie Telephone Co., 
Osawatomie, Kans., December 28, 1918. 

Hon. John A. Moon, 

House of Representatives, 

Washington, D. C. 

Dear Sir : Referring to your bill providing for the permanent taking over of 
telephone and telegraph lines by the Government, and confirming our night 
letter telegram of even date. 

We are in favor of and approve the above bill, excepting the provision that it 
shall be effective " until otherwise ordered by Congress." We believe that some 
definite time should be fixed for the present Government control to terminate, 
and that at the termination of such period the properties should be taken over 
definitely and finally by the Government, or they should then be turned back to 
the owners. 

The indefinite character of the bill as it is, puts the owners of these properties 
44 up in the air," so to speak ; places them in a position of not knowing what to 
do or what to expect, and, we believe, will if so enacted, prove a serious menace 
to the proper development of the different systems, and to best interests of the 
lines and their patrons. 

We hope you can see your way to make the indicated change in your bill. 

Yours, very truly, 

The Osawatomie Telephone Co., 
By T. Li. Youmans, 

Manager. 



Platte County Telephone Co., 
Platte City, Mo., December 26, 1918. 

Representative J. A. Moon, 

Washington, D. C. 

Dear Sir : Am writing you in regard to House joint resolution 38. We ap- 
prove of the bill except Government control and would like it amended so the 
Government could control it for one year from peace terms. 
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We think it would be unfair to the company to turn them back without giv- 
ing them time to adjust ourselves to the new conditions. 
Respectfully, 

Platte County Telephone Co., 
By J. B. Head, 

Manager. 



The Western Union Telegraph Co., 

New York, January 2, 1919. 
Hon. John A. Moon, 

Chairman Committee on the Post Office and Post Roads, 

House of Representatives, Washington, D. C. 

My Dear Mr. Chairman : We understand the primary object of the resolu- 
tion referred to in your letter of December 16 to be an extension of the period 
of Government control of the telegraph, telephone, and cable systems. 

With this extension of time we are in agreement, as we are with the broad 
principles of integrating and consolidating the wire systems which are dealt 
with in the Postmaster General's letter of December 10* addressed to you, but 
we dissent from the principles of Government ownership contained in that let- 
ter, and we are prepared to appear before your committee or to give in writing 
our reasons for such opposition. Without unduly laboring the intent of the 
proposed resolution, we venture to say that the very purpose of that bill is 
defeated if its object is confused by the disputatious features of Government 
ownership. We have been favored by a copy of Mr. Vail's treatise on the broad 
questions of the problem of electrical transmission of intelligence and the col- 
lateral questions of extending the usefulness of such wire systems, and we 
have no hesitation in saying that we are in accord with the principles of com- 
bining the wire systems under one control. 

Our experience of five years of operation under the control of the American 
Telephone & Telegraph Co. serves to confirm the practical benefits that accrue 
to the public by joint operation, and w r e believe that it was a step backward 
to separate the Bell Telephone System from the Western Union Telegraph Co. 
Under the continued operation of the Postmaster General he can, we believe, 
if given a reasonable time, present a well-rounded plan that will be of great 
benefit to the commercial and social life of the United States. Mr. Vail has 
dealt with these benefits so ably and so completely that there is no need to 
repeat his arguments. We desire to suggest, however, that the best way to 
correct the misapprehension that now exists in the mind of the public con- 
cerning the proposed resolution would be to amend the bill, making it clear 
that its sole object is an extension of the time of Government control for the 
purpose of laying before Congress within a reasonable time a plan for the com- 
bined operation- of the land-line systems of the United States. Such an ex- 
tension of time is a prime requisite in order to gather data and work out many 
of the improvements which the Postmaster General . has in mind. The task 
is a heavy one and can not be adequately dealt with in the few remaining 
months between January 1, 1919, and the proclamation of peace. 
Very truly, yours. 

Newcomb Carlton, President. 

Postal Telegraph-Cable Co., 

Office of the President, 
Neiv York,' January 3, 1919. 
Hon. John A. Moon, 

Chairman Committee on the Post Office and Post Roads, 

House of Representatives, Washington, D. C. 
Dear Sir :Your letter of December 16 with enclosures would have received my 
attention before this, had it not been that I was having put into pamphlet form, 
an article which I wrote for the New York Times, and which appeared in its 
issue of December 22, which embodies my views on the subject of Government 
ownership, and I enclose such reprint herewith. As I would judge that the 
proposed joint resolution now under consideration by your committee has 
Government ownership of the telegraph and telephones for its ultimate object, 
I think that the information contained in my article gives ample reasons why 
the resolution should not be reported. 
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Regarding the proposition contained in the resolution that the telephone and 
telegraph systems be retained under the control of the Postal System until other- 
wise ordered by Congress, I would respectfully submit that now that the pur- 
poses for which. Congress enacted the joint resolution of July 16, 1918, namely, 
for the " national security or defense," have ceased to exist, that the telegraph 
and telephone lines should be immediately returned to* their owners, particu- 
larly as the Government at least in the case of the operation of the lines of the 
Western Union Telegraph Co. will probably show a loss of several millions of 
dollars for the year ending July 31, 1919, under the award of compensation 
.made by the Postmaster General to the Western Union Telgraph Co. On 
Novemeber 11, 1918, in a letter to Postmaster General- Burleson, I suggested that 
he return the telegraph lines of both companies to the owners, under the au- 
thority given him in the President's proclamation of July 22, 1918, and that in 
such an event the Postal Telegraph-Cable Co. would be willing to waive any 
claim for compensation and accept what the lines have actually earned since 
the beginning of Federal control, and I now repeat that offer. 
I am, yours very truly, 

• Clarence H. Mackay, 

President. 



Should the Government Own the Telegraphs? 

{By Clarence H. Mackay, president Postal Telegraph-Cable Co. Reprinted from the New 

Times, Dec. 22, 1918.] 

An article by the Postmaster General, Mr. Burleson, in the American Review 
of Reviews for December, 1918, strongly advocating Government ownership and 
operation of telegraphs in accordance with his recommendation in his annual 
reports in the past as Postmaster General, raises the question very sharply, now 
that the Postmaster General has actually seized the telegraph lines under the 
war power of the Government, even though he has to return them when the 
treaty of peace is signed. Mr. Burleson's argument is cheapness of rates ; any 
deficit to be paid by taxation. Is that argument sound? 

use of telegraph limited. 

The telegraph differs from every other public utility in that the telegraph is 
not used by the great majority of people. Farmers use it very rarely. The 
laboring classes use it little, if at all. The clerical classes have little occasion 
to use it, and even the social use of the telegraph is negligible. One of the great 
telegraph companies states that only 3 or 4 per cent of its entire telegraph busi- 
ness is from these classes. Over 70 per cent of the entire telegraph business of 
the United States originates in 40 cities, these being the large commercial cities 
of the country, the population of which represents 20 per cent of the total popu- 
lation of the country. The fact is that the telegraph is a commercial agent 
almost exclusively, and its expense is a part of the cost of the business of the 
banker, broker, manufacturing, and mercantile classes. Hence any attempt to 
give them cheap telegraph service at the expense of the taxpayer is unfair and 
discriminatory. 

Post-office locations are selected with a view to serving the whole population 
of each city, town, and locality, and in most cases are not located to serve that 
part of the public that uses the telegraph in its business ; and Mr. Burleson's 
idea that the public must come to the post office to transact their telegraph: 
business, no matter where those offices are located, will not appeal to those who 
in the rush hours of the day must conserve theeir time and the time of their 
employees. 

The banker, broker, manufacturer, or merchant wishes quick and accurate 
telegraph service, and does not want slow telegraph service or inaccurate serv- 
ice. He is willing to pay a fair price for his telegrams, and he considers the 
present telegraph rates as fair. He does not wish or expect to get cheap tele- 
graph service at the expense of speed and accuracy, and especially so to get this 
cheap service at the expense of the taxpayer. He is not interested in this move- 
ment for Government ownership and operation. Neither is the taxpayer in its 
favor, nor are the great mass of people who do not the telegraph at all and 
would not use it even if the charges were less. Hence I see no occasion for the 
Government interfering with the present competitive system. 
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OUB TELEGRAPH RATES CHEAPE8T IN THE WORLD. 

In Europe the Governments own and operate the telegraph systems, but In- 
stead of their telegraph rates being cheaper than the American rates they are 
higher, to say nothing of the well-known inefficiency of the telegraph service 
throughout Europe. Thave yet to learn of a business man who has traveled 
abroad and who does not hold this view. Telegraph rates in the United States 
are the cheapest in the world. This is not generally understood, because the 
published rates abroad seems cheap until one ascertains that every word in the 
address, signature, etc., is charged for, as well as every word in the body of the 
message. In the United States only the words In the body of the message are 
charged for. Now, in the United States there are 14 words, on the average, in 
the address, signature, etc., in a telegram, in addition to the words in the body 
of the message. The following table gives the comparative toll on telegrams 
of equal length : 

Average charge for domestic or intrastate telegram containing 10 text words. 

France $0.29 

Norway . 29 

Sweden : . 25 

Great Britain . 30 

Germany .30 

Italy 1— .29 

Denmark ^ - .30 

Austria . 29 

United States - . 25-. 30 

The above rate at 25 cents or 30 cents for telegrams in the United States is 
between two points in the same State, the distance being about the same as 
between two points in any foreign country. When we come to telegrams in the 
United States for longer distances the only comparison that can be made with 
European rates is telegrams in Europe between different countries, on account 
of the long distances traveled by the average long-distance telegram in the 
United States ; for instance, from Paris to Vienna is about 650 miles, and the 
cost for a 10-word message, plus the address and signature charged for, is 9fr 
cents, as against only 40 cents, address and signature free, for a similar distance 
in the United States. From Stockholm to Paris (1,000 miles) the rate for a 
10-word message, plus the address and signature charged for, is $1.20. From 
New York to Chicago, about the same distance, the rate- for a 10-word message* 
address and signature free, is 50 cents. 

9 

CONVENIENCES DENIED IN EUROPE. 

In addition to the above there are other advantages of the American system. 
The American telegraph companies send messengers to collect and deliver tele- 
grams and maintain call-box systems. The American companies keep open 
accounts for their customers and keep offices in hotels, apartment houses, and 
competitive offices in all parts of large cities. The European Governments do 
nothing of this kind. There the telegram must be taken to the telegraph office.. 
The sender can not run up an account; he must prepay the charge, and may 
have to go a long distance before finding a main or branch office. 

American business supremacy is based upon the dispatch and facility with 
which things are accomplished. The American business man will never con- 
sent to the substitution of European methods of handling telegraph correspond- 
ence, as now proposed by the American Postmaster General. Here the business 
man prepares a batch of telegrams and cablegrams, rings for a company's mes- 
senger by means of a convenient call box installed free of charge by the com- 
pany, and dismisses them from his mind. Competition insures their prompt 
transmission under a charge account. In Europe the business man must first 
reckon the cost of his message, send one of his employees to a post office with 
them or go himself, the postal clerk calculates <the charge — when he finds time— 
you purchase stamps and affix them yourself, hand messages back to the postal 
clerk, and trust to Providence that they will reach their destination in an 
intelligible manner. Complaints are met with a shrug of the shoulders. 

The National Association of Public Service and Railroad Commissioners of 
the various States, at a convention held in San Franeisco October 12, 1915, 
received a report of its committee on telephone and telegraph rates and service- 
containing the following: 



GOVERNMENT CONTROL OF TELEGRAPH AND TELEPHONE. 



71 



•H 



'As far as this committee is informed, there seems to be no complaint on 
the part of the public as to the service and rates of telegraph companies." 



CHEAPER RATES WOULD NOT INCREASE USE. 

Mr. Burleson thinks that cheap telegrams would increase their use by the 
great mass of the people. He gives no reason for thinking so. Nobody uses the 
telegraphs for transmitting communications unless- those communications are 
more or less urgent, and a cheap telegraph service would not appeal to the 
great mass of people, because their communications are not of an urgent 
nature. They probably would not use the telegraphs to any greater extent at 
the 15-cent rate than they do now at the 25-ceut rate. The telephone has dis- 
placed the local use of the telegraph ; in other words, has displaced telegrams 
between towns not far distant. 

The telegraph, in the course of trade, and by the competition of the tele- 
phone, has become more or less" restricted to the use of the banker, broker, 
manufacturer, and merchant in carrying on commercial transactions, and they 
do not want the telegraph service injured by cheapness, slowness, or inaccuracy. 
The great mass of the public are not interested at all in the subject, excepting, 
of course, that they do not wish to have their taxes increased. Is the taxpayer 
to be ignored? 

BRITISH GOVERNMENT FINANCIAL LOSS. 

In Great Britain some 40 years ago the British Government bought the tele- 
graphs and paid about $50,000,000 for them. For two years, namely, 1870 and 
1871, the Government made a small profit after charging interest on the deben- 
tures issued for the purchase, but since that time there has been an annual 
deficit after providing interest. In a speech in the House of Commons on 
April 30, 1914, Postmaster General Hobhouse, of Great Britain, said that within 
the last 40 years the telegraph expenditures of the British Government exceeded 
the telegraph receipts by $110,000,000, not including interest on the original 
purchase money nor interest on the annual losses, nor any provision for 
amortization. If these were included the loss would have been $200,000,000. 
The annual loss is shown by the following table : 



4 
I 

Year ending Mar. 31— 

1908 

1909 

mo 

1911 

1912 

1913 

1914 

1915 



Receipts. 



$15,516,805 
15,492,260 
15,827,745 
15,830,035 
15,747,420 
15.881,635 
15,591,080 
17,094,770 



Actual 
operating 
expenses. 



$17,542,840 
18,361,270 
17,995,390 
18,478,075 
18,786,840 
17,620,250 
17,545,050 
18,570,990 



Operating 
loss. 



$2,026,035 
2,869,010 
2,167,645 
2,648,040 
3,039,420 
1,738,615 
1,953,970 
1,476,220 



Total annual 
loss. 1 



$4,847,423 
5,233,785 
5,246,065 
5,933,365 
5,340,740 
5,876,735 
6,058,710 
6,164,775 



1 Including interest paid and fresh money expended. 



As late as February 21, 1916, a committee appointed by the British Govern- 
ment to look into the question of retrenchment in the public expenditure, re- 
ported on the Government-owned telegraphs as follows : 

" The history of the telegraphs is most unsatisfactory. They were taken 
over in 1870 at a cost (including capital expenditures on extensions) of 
£10,129,687 ($50,648,435) in the anticipation that they would yield a profit to 
the State. After the second year of post-office management the profit failed to 
cover interest on the capital outlay. Year by year the financial position has 
grown worse. In recent years the loss upon working has not been less than 
£1,000,000 ($5,000,000) a year, and this loss includes nothing for interest due to 
the State upon the aggregate loisses of previous years." 

If the British Government had left the telegraphs in the hands of private 
individuals, the rates would have been just as reasonable as now and the 
Government would have avoided the loss of not only about $200,000,000, but 
also of the taxes which it would have been receiving from the private com- 
panies, and the interest on both of these sums, and the public would have been 
receiving a much improved service. 
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Maj. W. A. .7. O'Meara, formerly engineer in chief of the British post-office 
telegraphs, in referring to the question of Government ownership of telegraphs, 
writes as follows: 

" Since the outbreak of the war the public has been brought into contact with 
Government departments at many more points than was previously the case; 
the result, judging by the altitude of the commercial community, seems to have 
been to strengthen, rather than to weaken, its opposition to governmental con- 
trol of matters of vital interest to the industries and commerce of the country — 
in this category cable communications naturally fall." 

OVERHEAD CHARGES NEGLIGIBLE QUANTITY. 

Mr. Burleson /tates that at present the public pay overhead charges of the 
two telegraph companies, and al? o dividends on their capital stock. As to the 
dividends, they are reasonable, and the Government would have to pay the 
interest on the purchase price, and this would.be a substitute for dividends. As 
to the overhead charges, the question at once arises whether the overhead 
charges of the two companies would compare for an instant with the increased 
operating expense if the Government should undertake the operation. The so- 
called overhead expenses referred to by Mr. Burleson is the expense of super- 
vision over the operations of a telegraph company, and this expense in the case 
of one of the largest telegraph companies is only about 2 per cent of its 
receipts. Competent supervision by experienced managers whose salaries go to 
make up the overhead expense is more than offset by the economies offered by 
them in the cost of handling the traffic. No one who is familiar with the re- 
sults of Government operation of anything, will doubt for a moment that the 
overhead charges of the present two telegraph companies would be a drop of 
water as compared with the flood of Increased operating expenses if the Gov- 
ernment ever acquired and operated the telegraph lines. 

Furthermore, it is a w r ell known fact that the lines of the two telegraph 
companies are filled to capacity during the business hours of the day, and 
that the trunk lines are well occupied during the night, so that this disposes 
of any question of duplication of facilities. 

COMPETITION VERSUS MONOPOLY. 

After all, the main question is whether competition in telegraph service is 
wanted or not. Government ownership and operation means a monopoly. Con- 
tinuation of the present two telegraph companies means competition. Compe- 
tition means keen rivalry in service. It means efficiency. It means constant 
improvement of equipment. It means a greater desire to please, • and more 
courteous treatment of the public: 

If the American people prefer to take the chances of inefficient Government 
telegraph service and the chances of getting a lower telegraph rate, to be made 
up largely by taxation, and to take the chances of the telegraph systems being 
turned into a political machine for the benefit of the party which may happen 
to be in power, then Government ownership and operation of telegraphs will 
come. If, on the other hand, the public come to realize that the telegraph 
service differs from every other kind of public utility, in that telegraph service 
is a commercial instrument practically for commerce alone and is not used and 
would not be used, even under Government ownership, by the great mass of 
the people, and that any reduction in telegraph rates would be followed by 
taxation to make up the deficiency, and that the telegraph systems would cer- 
tainly become political machines, and that the service itself would inevitably 
deteriorate in speed and accuracy by the Government management, then -there 
is little probability of Mr. Burleson's idea being adopted by the American 

DANGERS OF POLITICAL CONTROL. 

The American public are keenly suspicious of political influences controlling 
the wires for partisan purposes, and one of the most disastrous things that 
could threaten our free institutions, and which would aim at the very founda- 
tions of the Government itself, would be to allow the channels of communica- 
tion, whether telegraph, telephone, or cable, to be brought under political con- 
trol. Without a free telegraph you can not have a free press, because the tele- 
graph is the feeder of the press. Any proposal, therefore, that the Govern- 
ment take over the telegraphs might just as well embody a proposal to have the 
press controlled by the Government. 

Where there are two separate and distinct companies, with absolutely no 
union of interest, fiercely competing for the telegraph business of the country, 
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this danger of political control is removed, and thus is far superior and far 
more desirable from the standpoint of the national welfare than a Government- 
owned telegraph system under the domination of a political administration. 

It is not such a far cry back to 1884, when the result of the contest between 
Cleveland and Blaine hung upon the close vote in New York, and the belief 
that the returns were held up by the Western Union Telegraph Co. nearly pre- 
cipitated a riot in New York. A similar situation might have arisen in the 
last presidential election, which was not decided for several days, had the tele- 
graphs been in the hands of either a Government or a private monopoly. 

One of the most potent examples of the danger of Government ownership is 
Germany. The German Government either owned or controlled all the agencies 
and avenues of intelligence which entered most into the daily life of the people. 
The result was a condition where the people were gradually brought under the 
control of an oligarchy which held the life and destiny of the nation in its 
hands to do with as it chose. If we do not want a repetition of such a condi- 
tion in the United States we will avoid Government ownership, especially of 
the lines of commumnication. 

STATEMENT OF ME. H. D. CRITCHFIELD, OF CHICAGO, ILL. ^/ 

Mr. Critchfield. Mr. Chairman, I beg the indulgence of your com- 
mittee while making a brief statement. 

I represent one of five independent telephone manufacturing 
concerns. I speak not alone for my company (Automatic Electric 
Co. of Chicago), but rather for the telephone industry as a whole. 
The whole telephone industry of the country is suffering from un- 
certainty. There are approximately 10,000,000 telephones in the 
country, and the normal growth is from 7 to 8 per cent annually. 
This normal growth has not occurred in the past two years for reasons 
with which you are all familiar. 

When the Government took control of the lines August 1, this state 
of inaction existed and has not been altered since. There is an ac- 
cumulation of work to be done amounting to approximately one and * 
one-half* million telephones, plus the normal growth for the coming 
year in order to meet the public demand for telephone service. This 
can not be done to any appreciable degree until the status of the tele- 
phone industry and the period of governmental control is definitely 
fixed. What both the industry and the telephone-using public require 
is that the period of governmental control, or rather the time at which 
the wires are to be returned to their owners shall be definitely fixed, 
and that with the greatest haste consistent with a proper determina- 
tion of the question. 

Mr. Madden. You would not consider it was incumbent upon Mem- 
bers of Congress who sit on a great committee like this to decide a 
question without information? 

Mr. Critchfield. I am not asking you to do that, but I am insisting 
with all my heart upon action, and the elimination of delay, so far as 
practicable by your committee, in fixing the period of control. 
Whether that be one year, three years, or five years, or whether it 
terminated to-morrow is not of so much moment as that some definite 
date be fixed when such control shall terminate or be made permanent. 
When this has been fixed by Congress, the industry will be in posi- 
tion to finance its normal extensions and replacements; but until this 
is done it will be impracticable to make any adequate development. 

I have no authority to speak for the other manufacturing com- 
panies, but I do speak for my own, and what I say with reference to 
my company is, I believe, generally applicable to the other independ- 
ent, telephone manufacturing concerns. That is, that since the 1st of 
August the Automatic Electric Co. has not taken an order for the 
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replacement of an existing telephone system in the United States. I 
think this is substantially true of the other independent manufac- 
turers. If there is any doubt in the minds of the committee as to this, 
I suggest that you call other manufacturing representatives. There 
is some relatively unimportant small work being done and there is 
some considerable volume of foreign business. 

I have mentioned the manufacturers, not from their own stand- 
point alone, but as being the true index of the stagnation in the in- 
dustry. It is the business of the manufacturers to keep in touch with 
what is being done, and they do, and are therefore in position to give 
an accurate statement as to conditions. 

Generally speaking, telephone service in most cities of the country is 
considerably short of meeting the public requirements and will so 
continue, in my opinion, until Congress has fixed a period of Govern- 
ment control and has designated a definite date. 

Mr. Ramseyer. What other manufacturing companies are there 
outside of the independent? 

Mr. Critchfteld. The Western Electric. 

Mr. Ramseyer. What kind of a company is that ? 

Mr. Critchfield. That is a manufacturing concern for the Bell 
system. The American Telephone & Telegraph Co. owns a sub- 
stantial majority, in many cases practically all, of the stock of the 
so-called constituent companies, ampng which is the Western Electric 
Co., whose stock is owned by the American Telephone & Telegraph Co. 

Mr. Steenerson. The same as the Bell system? 

Mr. Critchfield. The Bell system is all one, for all practical pur- 
poses ? 

Mr. Steenerson. What telephone company owns yours? 

Mr. Critchfield. None. Ours is a small company, privately 
owned, with $5,200,000 capital stock and with 1,200 employees. 

Mr. Madden. You are a manufacturing concern? 

Mr. Critchfield. A manufacturing concern; but we are in touch 
with the industry : we have our fingers on the pulse of the operating 
companies. 

Mr. Steenerson. If you ever try to sell anything to the Post Office 
Department, I think you would be satisfied to let us consider this. 

Mr. Critchfield. I am not asking for anjrthing except you bear in 
mind that both the public and the industry is suffering. 

Mr. Eamseyer. You want Congress to say they are going to return 
the properties in two or three or five years? 

Mr. Critchfield. To fix a time. 

Mr. Steenerson. There is a time fixed now — when peace is de- 
clared. 

Mr. Critchfield. What date will that fall on ? 

Mr. Steenerson. We have not fixed that date. 

Mr. Critchfield. Of course you haven't, and therefore you can not 
say that there is a time fixed now. What the industry needs is defi- 
niteness, and definiteness is what I am urging. 

Without objection we will adjourn until Tuesday , subject to prior 
call by the chairman. 

(Thereupon, at 12.55 o'clock p. m., the committee adjourned until 
Tuesday, January 21, 1919, at 10 o'clock a. m.) 
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committee on the post office and post roads, 

House of Representatives, 
Washington, D. G., Tuesday, January 21, 1919. 

The committee met at 10.30 o'clock a. m., Hon. John A. Moon 
(chairman), presiding. 

STATEMENT OF MB. CHARLES E. ELMQUIST, REPRESENTING 
NATIONAL ASSOCIATION OF RAILWAY AND UTILITY COM- 
MISSIONERS. 

The Chairman. Give your name to the stenographer and state 
who you represent. 

Mr. Elmquist. Charles E. Elmquist, representing the National 
Association of Railway and Utility Commissioners. My office is at 
724 Eighteenth Street NW. 

Mr. Madden. What is the object of the National Association? 

Mr. Elmquist. The National Association represents an organiza- 
tion of State commissioners from all of the States in the Union, with 
one exception, that of Delaware. All but five of the States of the 
Union have jurisdiction over the telephone rates and service. 

The Chairman. Is this a telephone or telegraph company you 
represent? 

Mr. Elmquist. I am representing the National Association of 
Railway and Utility Commissioners. 

The Chairman. What have they to do with this thing ? 

Mr. Elmquist. As I have just stated, all but five of the States 
in the Union have jurisdiction over the rates and service of the 
telephone companies. They have organized expert departments of 
skilled men who understand not only the operatmg but the technical 
side of the telephone business. In those States the laws provide that 
the rate schedules, rules, and regulations 

The Chairman. The reason I ask the question is just like you 
would ask a question of a man who comes up here, if he was a tele- 
phone operator or what, you want to ascertain what interest he has 
in it. 

Mr. Steenerson. I thought he stated at the start he represents an 
association of State commissioners. 

The Chairman. What I was trying to get at was this : What in- 
terest have these people in this matter outside of their local retention 
of their positions? 

Mr. Steenerson. If the chairman will permit, so far as I know- 
in Minnesota, anyway, and most of the other States — these commis- 
sions which form this association have jurisdiction over telephone 
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rates, as he has just stated: they regulate the rates in those States 
which are now being interfered with by the Post Office Department. 
He represents the public and not any private interest. 

The Chairman. If we take the testimony of any witness, his testi- 
mony is very much affected as to credibility by the interest he has in 
it. Now, I see very clearly the interest of these gentlemen who 
belong to these commissions. They are antagonistic, of course, to 
the Federal Government : they have a State proposition where they 
propose to retain such jurisdiction so as to bolster up and retain 
their offices. 

Mr. Steenerkon. I wish to protest, Mr. Chairman, I do not see 
where there is any question of credibility with an/ of these wit- 
nesses; nobody questioned the witnesses here on behalf of the Federal 

Government. 

The Chairman. Nobody questions his truth or veracity, or any- 
thing of that sort. The point is anybody knows when a witness 
testifies, those who take the statements must know what interest he 
has. If this gentleman is a member of an association of State utility 
commissions, then his interests, of course, are against Federal con- 
trol. That is all we want to know about it. 

(After discussion by the committee.) 

Mr. Bamseyer. You live here? 

Mr. Elmquist. I have been here for the last 14 months represent- 
ing all the State commissions in the physical valuation work. 

Mr. Atres. I understood you to say all of the States with the ex- 
ception of five had jurisdiction over telephone lines? 

Mr. Elmquist. Yes, sir. 

Mr. Ayres. Will you state those five ? 

Mr. Elmquist. I will supply the information; it will just take me 
a moment's time to supply it. Before proceeding with my statement, 
I want to elaborate for a moment one of the statements of your 
chairman. He intimated that the commissioners were here in a selfish 
interest, simply seeking to retain their positions. 

The Chairman. I did not intimate that they were; I wanted to 
know whether vou were or not. There was no intimation about it ; 
I wanted to know the fact. 

Mr. Elmquist. In view of the fact the suggestion has been made, 
I want to clear that statement up. All of the States of the Union, 
with one exception, have regulating commissions: they control the 
service and rates of the railroads, the express companies, the telephone 
companies, the water and electric companies, and the other utilities. 
Whether the State commissions are to control the service and the 
rates of the telephone companies or not does not affect the interest 
of a single State commissioner in the United States. It may vitally 
affect the interest of the public, however, if you deprive the State 
commissioners and their organizations of the control which they 
have exercised over the rates and the service of these telephone com- 
panies. 

The Chairman. Well, on that I will ask you some questions a 
little later. 

Mr. Elmquist. Very well, sir. The remarks that I had to make 
are in connection with this resolution. We had a convention in Wash- 
ington on the 12th to the 14th of November of this year. That con- 
vention was represented by the commissioners from practically all 
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of the States of the Union. At that time the convention adopted the 
following resolution, which I wish to read into the record: 

i 

in ny: federal control of teijsphone and telegraph lines. 

Whereas it is apparent that the ends sought to be attained by Federal control 
of telephone and telegraph lines as a war measure have already been satisfied 
as far as is possible, and it is not perceivable that under existing conditions 
it is desirable that further Government control be exercised pending the 
return of such properties to State control ; and 

Whereas during the shoit period of such control and operation by the Federal 
Government there has been practically no interference or change in the corpo- 
rate organization, management, or properties of said telephone and telegraph 
companies; and 

Whereas pending the natural termination of such Federal control the State 
commissions are embarrassed by the assumption by the Postmaster General 
of exclusive control over rates : Therefore be it 

Rcxolved, That this association does respectfully recommend to the Post- 
master General that the Federal control of the telephone and telegraph lines 
cease as soon as practicable and the military necessity therefor shall have 
ended. 

When I ascertained from the public press that there would be a 
hearing upon this Moon resolution to-day I sent the following tele- 
gram to all of the State commissioners, dated January 17, 1919 : 

►State commissions may be heard before House Committee on Post Office and 
Post Roads Tuesday, January 21, on Moon joint resolution 368 extending period 
Government control or purchase of wire systems after treaty of peace. See my 
bulletin 19. If desired, I will appear and express your position with reference 
to extending control indefinitely or for certain period or for prompt return. 
Please advise by wire. 

Charles E. Elmquist. 

I now desire to read into the record the telegrams which I have 
received in response to that wire : 

Albany, N. Y., January 20, 1919. 

Concerning hearing to-morrow, suggest your appearance should be for the 
national association as an organization and not for the commissions as indi- 
viduals. As States, you already have our views expressed by resolution 
adopted at the annual meeting. 

That telegram is from the Public Service Commission of the State 
of New York, the second district, signed by Charles B. Hill, 
chairman. 

Mr. Ayres. You say for the second district. Are there more than 
one utilities district? 

Mr. Elmquist. There are two districts in New York. The first 
district simply has control of conditions in New York City. In 
Greater New York the second district has control of the other parts 
of the State. 

• Jacksok, Miss., January 20, 1919. 

Your wires 17th and 18th. We favor prompt return of wire systems to own- 
ers. Be glad have you so express to House con unit tec. -We will be represented 
at conference of commissioners on 24th. 

The Chairman. Who is that, now, the Mississippi Railway Com- 
mission? 

Mr. Elmquist. They are the railway commissioners, upon whom 
the law places the responsibility of investigating rates and service of 
those utilities. 
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The Chairman. You have a commission in each State — in nearly 
all of the States ? 

Mr. Elmquist. Yes, sir. 

The Chairman. And it is those people that you represent? 

Mr. Elmquist. Yes, sir. 

The Chairman. And that utility commission of a State is giving 
this evidence through you? 

Mr. Elmquist. Yes, sir. 

Mr. Ayres. In some of the States these commissioners are elected 
and in some they are appointed by the governor, are they not ? J 

Mr. Elmquist. Yes, sir. 

Mr. Ayers. Have you an idea of about how many States elect their 
commissioners ? J 

Mr. Elmquist. I think there are 14. ' 

Mr. Ayres. Fourteen elect and the balance of them appoint? 

Mr. Elmquist. Yes, sir. 

Columiua, S. C. t January 18, 1918. 

Your wire 17th : This commission will be glad if you will represent them ad- 
vocating prompt return. 

That is signed by John G. Richards, chairman. 

The Chairman. To cut the matter short, you have a whole lot of 
them there from the States, haven't you ? 

Mr. Elmquist. I have. 

The* Chairman. Just put them into the record ; they are all the same 
things, are they not ? 

Mr. Elmquist. I would prefer, if I may, to read them to the mem- 
bers of the committee. 

The Chairman. If they are all the same, I do not see any necessity 
for reading them. 

Mr. Eamseyer. They are not stereotyped, are they ? 

Mr. Elmquist. Oh, no. 

Mr. Ramseyer. Let us have them. 

Mr. Elmquist (reading) : 

Fobt Providence, R. I. 

January 20, 1919. 
Rhode Island Public Utilities Commission favors prompt return wire systems 
after treaty of peace. Authorize you to state at hearing. 

Mr. Eamseyer. By whom is it signed? 

Mr. Elmquist. J. W. Howe, secretary. Then from the Public 
Utilities Commission of Maine: 

Augusta, Me., January 18, 1919. 
Our people irrevocably against any extension of, wire control. We believe 
control, management, and operation of telephones particularly, and probably 
of all wires, should be reduced to private management as soon as possible. 

Mr. Eamseyer. By whom is it signed? 

Mr. Elmquist. Benj. F. Cleaves, chairman. 

Mr. Paige. Are all of the telegrams opposed to the resolution? 

Mr. Elmquist. Are they opposed? 

The Chairman. I want to know of you whether any of those tele- 
grams are in favor of the resolution, or are they all, in the same 
tenor, against it? 

Mr. Elmquist. There is one telegram in favor of the resolution. 

Mr. Paige. They all appeared to be the same telegrams. Let us 
have them all read. 
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Mr. Elmquist. This is from the Iowa Commission : 

Wire yesterday : Iowa Railroad Commission absolutely opposed to extension 
period Government control and to purchase of wire system after treaty of 
peace. Believe properties should be returned to owners and operation by 
Government relinquished immediately. 

Mr. Kamseyer. I wish you would state who signs these. 
Mr. Elmquist. Geo. H. McCaughan, secretary. This is from the 
Public Utilities Commission of Illinois: 

Illinois Commission against Moon joint resolution 368 extending period 
Government control or purchase wire systems after treaty of peace; also 
against extending control indefinitely or for certain period. We are for prompt 
return. Can not appear before committee Tuesday, and desire you appear 
and state our position. 

Thomas E. Dempsey. 

Mr. Kamseyer. Are each one of those signed either by the chair- 
man or the secretary ? 

Mr. Elmquist. Yes. 

Mr. Eamseyer. Now, do these telegrams reflect the individual 
opinion of that one individual, or have those commissions had an 
opportunity to get together and agree on the answer to your tele- 
gram? 

Mr. Elmquist. I would assume that these represent the attitude 
of the commission, because my telegram was addressed to the com- 
mission. 

Mr. Eamseyer. Yes ; but do you wish to say the commissions have 
had a meeting since they received your telegram ? 

Mr. Elmquist. I do. In most all of these States the commissions 
are always in session. 

The Chairman. I take it these undertake to represent the whole 
body? 

Mr. Elmquist. Oh, yes. 

The Chairman. The commissions do not want anybody to inter- 
fere with their rights and salaries in this matter? 

Mr. Steenerson. It seems to me the witness ought to be permitted 
to proceed. 

- : Mr. Randall. Y6u'have telegrams here, one from the Maine Com- 
mission and one from the Iowa Commission. Both appear to be on 
the sending blanks ; are these copies of the originals? 

Mr. Elmquist. The Western Union calls up my office and indi- 
cates that a telegram has been received, and my stenographer takes 
the telegram down. 

Mr. Madden. But they won't deliver the telegram to you after 
they read it to you; that is the trouble. They would not send a very 
important telegram up to me the other night, which they read to me 
over the phone. 

Mr. Elmquist. This is from the Public Service Commission of 
Indiana : 

Answering your telegram, 17th : Public Service Commission of Indiana de- 
sires you to appear in its behalf opposing extension of control over wire sys- 
tems. We insist upon the prompt return of wires and cables to owners. We 
are filing suit to-day in Federal court to enjoin going into effect of proposed 
toll rates. If you think necessary, will send representative to appear at hear- 
ing January 21. 

That is signed by Carl H. Mote, secretary. 
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Mr. Madden. Mr. Elmquist, it might be interesting — I want to ask 
the question and get the answer to it. I read a statement in the 
paper giving the list of the toll rates at so much per mile and the 
conditions under which those toll rates are made, and I am frank to 
say I do not understand what it means by calling the office and not 
getting a connection with the person you want, and all that, and if 
you know, I wish you would see that that is explained. 

Mr. Elmquist. Mr. Putnam, our telephone expert from Minnesota, 
is here and I think will answer all those questions. This telegram is 
from the New Jersey Public Utilities Commission : 

New Jersey Public Utility Commission would like to have you np]ienr before 
House committee and register its opposition to extending period of Government 
control or purchase of wire systems. There has been no improvement of service 
under Government control. The board is to-day ordering suspended in New 
Jersey greatly Increased rates ordered arbitrarily by the Postmaster General, 
and which upon review of records with respect to revenues and operations of 
telephone companies appear to be without justification. It is believed to be in 
the public interest for the wire systems to be returned promptly to their owners. 

That is signed by John W. Slocum, president. 
The Chairman. President of what? 

Mr. Elmquist. Of the New Jersey Public Utilities Commission. 
Here is one from Madison, Wis. : 

Can not go to Washington on telephone hearing. This commission utterly 
opposed to Government ownership or control of telephone companies. Have 
just refused permission to put in new toll rates of Postmaster General raising 
toll rates in Wisconsin from 20 to over 100 per cent. At hearing representative 
of telephone company did not claim Wisconsin rates not fully remunerative. 
Desired no hearing on the merits. Could think of no reason connected with the 
war for present control or operation of telephone companies by the Government. 
Every telephone company in Wisconsin, unless it be the Bell, opposed to propo- 
sition. Mr. Burleson's proposal aimed at fundamental principles of our form 
of Government. People as a whole utterly disgusted with present control, and 
only await opportunity to express the same. Suit will be commenced to-morrow 
to enjoin new toll rates. 

Cabt, D. Jackson. 

Chairman. 

Here is a telegram from Minnesota : 

Judge Dickson granted temporary injunction against Increased telephone rates 

to-day. 

Ira B. Mills, 

Chairman Minnesota Railroad Commission. 

Mr. Ramseyer. Why did you skip one? 
Mr. Elmquist. This is a copy. 
Mr. Ramseyer. Oh, a copy. 
Mr. Elmquist. (Reading:) 

This is your authorization to appear for this commission before House Com- 
mittee on Post Office and Post Roads on Moon joint resolution 3(58 and present 
our emphatic protest against extending Federal control of wire systems. We 
are in favor of prompt return of lines to owners. Disregard of local conditions 
and requirements in rate making, signing of contracts guaranteeing returns to 
major phone companies, and failing to accord same consideration to minor 
utilities rendering like service, together with the uncertainty of responsibility 
has operated to make Federal control ineffective. Since control an attempt has 
been made to increase rates per subscriber station, this State, from 25 to 100 per 
cent. People generally are opposed to this increase ; threaten to discontinue use 
if increase is permitted. Toll rates recently prescribed in some instances decrease 
revenues by 25 per cent ; one small company $8,000 per annum. In other instances 
rates are doubled. Where loss of revenue occurs increased subscriber rates will 
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be necessary perhaps above the value of the service. New business not avail- 
able. Telegraph service this section now in deplorable condition ; very unreliable. 
Our State thinly settled; undeveloped conditions; vastly different than where 
systems cover densely populated and diversified country. 

Public Service Commission of Okegox. 

Here is one from Montgomery, Ala. : 

If ever there was any necessity for the Government's taking o>er the wire 
systems of the country, certainly the necessity does not exist in days of peace. 
I oppose retention by the Government of the wire systems a day longer than is 
necessary to enable them to return them in proper condition to their respective 
owners. 

Sam. P. Kennedy, President. 

Here is one from Carson, Nov. : 

Your wire: " Please enter appearance and represent this commission at hear- 
ing before House committee beginning January 21 on Moon joint resolution, 
proposing continued Government control or ownership of telegraph and tele- 
phone systems." 

We are opposed to such action, because clearly subversive of our constitu- 
tional, dual form of government and the people's liberties. The States have 
thus far retained, exercised, and enjoyed all the soverign powers of the Parlia- 
ment of England. Beware of the adoption of anything the equivalent of the 
slogan that all roads lead to Washington, the simile of a national-policy catch 
phrase that finally resulted in centralizing everything at the seat of govern- 
ment, to the exclusion of the various Provinces, and destroyed the Koman Em- 
pire. Tinier the plea of greater efficiency by Government operation of railway 
and wire services, the pro}M)sed action will lay the foundation by which the 
States will be stripped of their sovereignty and, ultimately, of statehood itself. 
We protest against the liberties of the i>eople being curtailed and usurped by 
any process of drifting toward those completely centralized forms of govern- 
ment against which they are expending such fabulous sums of money and shed- 
ding their blood for the liberation of the people of the world. For war- 
preparedness pui*i>oses let the Government assume partnership equity, if neces- 
sary, and exercise a voice in matter of additions, extensions, and expenditures ; 
but leave the managerial and operating policy as it has heretofore been, sub- 
ject to both State and national regulation. In United Farmers' Telephone & 
Telegraph case this commission has on January 18 asserted its jurisdiction to 
regulate State business on the ground that the property has not changed from 
private to Government ownership; that, In so far as State business is con- 
cerned, the Government must be held' to be a holding organization, which, for 
operating purposes, hail taken the place of the private telephone and telegraph 
.companies; that the public obligation and the liability that so much of the 
property of said telegraph and telephone companies as is and had heretofore 
been properly assignable to each State for the rendering of State service is in 
no wise affected by changes made for the purpose of unified Interstate opera- 
tions, and that therefore the telephone and telegraph companies will be required 
to conform to the laws of this State in all matters relating to its purely domes- 
tic commerce. This just and reasonable segregation of jurisdiction and con- 
trol, we believe, will be sustained by the courts ; but if it is not, we urgently 
recommend that the matter be carried before the various legislatures and Con- 
gress, with a view to promptly having an amendment to the Constitution of the 
United States submitted for ratification by the people, for the purpose of return- 
ing these sovereign rights to the people at the earliest date possible. 

Railroad Commission of Nevada. 
Per J. F. Shaughnessy, President. 

Mr. Ayres. There is no question about his being a State rights 
man. 

Mr. Black. He is a good Democrat. I do not know what he calls 
himself. 

Mr. Elmquist. This is from Bismarck, N. Dak. : 

Commission favors merging control of telephone and telegraph properties into 
Government ownership as proposed in the Moon bill, but thinks Federal opera- 
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tion should include subdivision of the properties into districts with State repre- 
sentation in the making of rates and determination o foperating policies, but not 
surrendering the police powers of the State. 

Board op Railroad Commissioners, 
J. H. Calderhead, Secretary. 

The Chairman. That is a sensible man. 

Mr. Steenerson. That is the Nonpartisan League. 

Mr. Elmqtjist. The State commission in North Dakota is elected 
by the people and all of the State officers in that State are Nonparti- 
sans, and the Nonpartisan League has adopted a resolution favor- 
ing the Government control of utilities. 

Mr. Rouse, Is the commission in Nevada elected or appointed? 

Mr. Elmquist. Appointed in Nevada. Here is a letter from Nash- 
dlle, Tenn., dated January 18, 1919 : 

In reply to your telegram of this date the Tennessee Railroad Commission 
states that it is opposed to the principle of Government ownership Of public 
utilities. We are opposed to extending the period of Government control, and 
favor the restoration of the wire systems to the private owners as soon as the 
military necessity for their control shall have ended. 
Your, very truly, 

B. A. Enloe, Chairman, 

i 

The Chairman. All of these fellows have a got a good job. 

Mr. Steenerson. It does not seem to me we ought to reflect on 
them for expressing their views. 

Mr. Elmquist. Here is a letter from the Michigan Railroad Com- 
mission, and I will read just two paragraphs : 

There is a very general and widespread protest made to the commission against 
the toll charges promulgated by the Postmaster General in Michigan. It is 
estimated that they would produce an average increase in toll charges of 40 per 
cent ; that they would operate to the disadvantage of small toll lines of 30 
miles or less, air-line distance, because of the lengthening of the initial period 
from three minutes to five minutes with approximately the same charge. We 
find that in many places short toll lines are already taxed to the limit of their 
capacity and lengthening of the initial period would lessen their capacity. 
Again, there has never been a demand by the toll-line companies for an increase 
of rates, and in view of the fact that exchange utilities usually receive merely 
a percentage of originating calls with a limitation of 10 to 12$ cents per call, 
this increase of toU rates would not, to any appreciable extent, increase the 
revenues of exchange companies. In other words, the increase would go to the 
toll-line faculties which have thus far made no complaint to the commission 
that their revenues were inadequate. 

* * * * • • * * 

We would be glad to have you express our position to the House Committee 
on the Post Office and Post Roads on January 21. The sentiment throughout 
Michigan seems to be universally and uniformly against Government control 
of wire utilities. 

That is signed by A. A. Keiser, chairman. 
The letter in full is as follows : 

State of Michigan, 
Michigan Railroad Commission, 

Laming, Mich., January 18, 1919. 

Hon. Charles E. Elmquist, 

Secretary National Association 

Railway and Utilities Commissioners, 

724 Eighteenth Street NW., Washington, D. C. 

Dear Sir : The commission has received your several circular communica- 
tions advising it of the situation in Washington relative to wire utilities. 

We beg to advse that a representative of this commisson attended the confer- 
ence of the commissioners of several States at Chicago. You have, no doubt, 



GOVERNMENT CONTROL OP TELEGRAPH AND TELEPHONE. 83 

been advised of the action there taken. On the day following, the Michigan 
commission adopted a resolution requesting the attorney general to take such 
action as was necessary and appropriate to preserve the powers of the State 
relative to telephone regulation. We are advised that upon the same day the 
attorney general commenced a suit in the circuit court of Ingham County 
against' the Michigan State Telephone Co. to restrain it from* collecting any 
rates in the Detroit exchange area which had not been approved by the Michi- 
gan commission. We are requesting the attorney general to begin such other 
suits against other wire utilities operating within the State of Michigan which 
may be necessary to restrain the collection of the proposed toll schedule and 
installation and moving charges which have not been approved by the Michigan 
commission. Several companies recently filed the toll schedule and asked for 
its approval, but their applications were rejected because they had not com- 
plied with the provisions of the Michigan statutes relative to the publication 
of the proposed increases. 

There is a very general and widespread protest made to the commission 
against the toll charges promulgated by the Postmaster General in Michigan. 
It is estimated that they would produce an average increase in toll charges of 
40 per cent; that they would operate to the disadvantage of small toll lines 
of 30 miles or less, air-line distance, because of the lengthening of the initial 
period from three minutes to five minutes, with approximately the same charge. 
We find that in many places short toll lines are already taxed to the limit of 
their capacity, and lengthening of the initial period would lessen their capacity. 
Again, there has never been a demand by the toll-line companies for an 
increase of rates; and in view of the fact that exchange utilities usually 
receive merely a percentage of originating calls, with a limitation of 10 to 12£ 
cents per call, this increase of toll rates would not to any appreciable extent 
increase the revenues of exchange companies. In other words, the increase 
would go to the toll-line facilities, which have thus far made no complaint to 
the commission that their revenues were inadequate. 

Concerning the installation charge and moving charge, wherever that has 
been considered by the company to be of sufficient importance the commission 
has authorized a contract requiring the deposit at the time of the connection 
of a sum of money sufficient to protect the company against cancellation of the 
contract in less than one year, and the rate so fixed as to make the year's rental 
practically absorb the installation cost. 

If you deem it desirable, you may use this letter for the purpose of advising 
any board, commission, or Member of Congress of the situation in Michigan, 
so far as is covered by the foregoing statement. 

We would be glad to have you express our position to the House Committee 
.on the Post Office and Post Roads on January 21. The sentiment throughout 
Michigan seems to be universally and uniformly against Government control 
of wire utilities. 

Very truly, yours, 

Michigan Railroad Commission, 
By A. A. Keiser, Chairman. 

The Chairman. Do you know all of these people personally who 
sent these telegrams? 

Mr. Elmquist. Yes, sir. 

The Chairman. Do you know they are all authentic ? 

Mr. Elmquist. I certainly do. 

The Chairman. You received them yourself ? 

Mr. Elmquist. I received them. 

The Chairman. And they are in response to one that you sent 
asking for information? 

Mr. Elmquist. They are all in response to a telegram which I 
have already read into the record. 

The Chairman. How did you advise those gentlemen about how 
they should answer? 

Mr. Elmquist. Shall I read the telegram again ? 

The Chairman. No; I am not tatting about that telegram; 1 
know what you have already read, but did you give them any other 
information on the subject? 
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Mr. Elmquist. I did not. This is the telegram : 

January 17, 1919. 

State commissions may be heard before House Committee on the Post Office 
and Post Konds Tuesday, January 21, on Moon joint resolution 368, extending 
period Government control or purchase of wire systems after treaty of peace. 
See my bulletin 19. If desired. I will appear and express your position with 
reference to extending control indefinitely or for certain period or for prompt 
return. Please advise by wire. 

The telegrams I have read to you represent the replies. 

The Chairman. You are chairman of that association? 

Mr. Elmquist. Yes, sir. 

The Chairman. You represent them all? 

Mr. Elmquist. Yes, sir. 

The Chairman. What is the purpose of that association? Why 
should they have a man here in Washington? 

Mr. Stkenerson. Wouldn't it be better to postpone this cross- 
examination until he finishes his direct statement? 

The Chairman. I do net care, if he wants to go along; I thought 
he was about through. 

Mr. Elmquist. Here is a letter I would like to read, from Kansas : 

Inclosed herein please find carbon copies of message and communication ad- 
dressed to the Postmaster General. 

I believe that the general public is agitated over this order in such a way 
that unless our request is complied with, the commission will find it necessary 
to institute proceedings notwithstanding grave doubts as to being able to accom- 
plish any permanent results. 

If you can give us any information in regard to the questions involved, we will 
be obliged to you. 

Mr. Ayres. What is the date of that? 
Mr. Elmquist. January 16. 
Mr. Ayres. By whom is it signed ? 

Mr. Elmquist. It is signed by John M. Kinkel, chairman. The 
telegram is dated January 1G and is addressed to Hon. A. S. Burleson: 

Many protests are being filed here against the substantial increase in charges 
and radical changes in transacting toll business, as provided for in your order 
No. 2495. We therefore earnestly urge that you postpone the effective date Of 
said order for 30 days, thereby giving opportunity to present objections. We be- 
lieve we should have had opportunity to be heard "before final conclusion was 
reached by you. Toll rates in Kansas are remunerative and toll users are otv 
jeeting to paying more for the service than the companies themselves ask for. 

Signed by Public Utilities Commission for Kansas, by John M. 
Kinkel, chairman. 

Then attached to that is a letter addressed to Mr. Burleson : 

Confirming our message of to-day, we again urge the postponement of the 
effective date of your order No. 249o for a period of at least 30 days, in order 
that we may have opportunity of presenting objections in the usual formal 
manner. 

In your address to the National Association of Railway and Utility Commis- 
sioners at Washington, I). C, on November 13, 1918, in reference to the manage- 
ment of the physical properties of the wire systems, you said 

Now, I read from Mr. Burleson's statement 

The Chairman. Now, let us see about that; is that testimony from 
vou ? 

Mr. Elmquist. I am reading from the letter received from Kansas, 
which is a copy of a letter sent to Mr. Burleson. 
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The Chairman. I do not know what the committee desires about 
that, but this looks to me like third-hand testimony. I have no objec- 
tion to your reading it if you want to, but if this gentleman is coming 
here to testify as a witness, to testify as to what somebody else wrote 
to Mr. Burleson, it seems to me a little bit out of order. 

Mr. Steenerson. There is no dispute about the fact he wrote that 
letter/ 

The Chairman. There may be dispute about the fact he wrote the 
letter. 

Mr. Steenerson. Mr. Lamar is here, if he denies the Kansas com- 
mission sent that. 

The Chairman. We are here, and it is our business, and not Mr. 
Lamar's; it is the sentiment of the committee I want to know; if the 
committee wants that, let them have it ; if no, let it go out. I simply 
express the opinion myself, testimony is not worth much that comes 
through three hands, submitted to us by the gentleman who says he 
does not know anything about the subject. 

Mr. Steenerson. If there was any dispute about the authenticity 
of the letter, that would be different, but this is simply a copy of the 
letter sent from Kansas.. 

The Chairman. It is just an orderly procedure I w r ould prefer to 
see and not to have this man read everything he thinks about into the 
record. If you want to do so, I do not care if you put Websters 
Dictionary into the record. 

Mt^SlTEENERSON. I believe if the chairman will let the witness pro- 
oeed I am sure he will not abuse the committee's time. 

The Chairman. All right ; but I do not want to sit here and let 
a gentleman read everything he wants, without calling the attention 
of the committee to the fact he is reading something that may be 
irrelevant. If you want it read, it will be all right to me. 

Mr. Steenerson. If it is irrelevant, that will appear later on. 
!5fr. Elmquist. (Reading:) 

Having reached that stage. I expect to avail myself of the very patriotic 
tender of your services, made to me through your chairman and a committee 
w^io waited upon me immediately after the 1st day of August. I intend to 
utilize those services to the maximum. You have the experience, you have the 
facilities, yon have the information which, if T can properly utilize it, will be of 
the greatest service to me ; and as far as I am concerned I intend to put yon 
to the test, and whenever a problem presents itself that T think you can aid 
me in solving I intend to call upon you. 

Then the letter continues : 

This question is of such importance that, in our judgment, the policies out- 
lined by you should have been followed, and State commissions representing 
the public should have had opportunity of appearing before you at least upon 
the same basis and with the same opportunities as were evidently afforded 
the representatives of the wire systems. 

Some of the rules proposed for the handling of toll business are so revolu- 
tionary, undesirable, and inconvenient that the enforcement of same will surely 
result in a positive loss iu the popularity of tool service that it now enjoys. 

Within the last six months this commission approved a schedule of toll rates 
for Kansas business, filed by wire systems, which resulted in a substantial 
increase in revenues, and at this time there Is no toll line company operating 
in Kansas complaining because the • existing rates are not remunerative or 
compensatory. The information furnished from your department is to the 
effect that your order reduces rates, but as a result of studies made of the 
subject it is the view of tills commission that there Is a substantial increase 
in rates. 
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Under these circumstances the public can not understand why additional 
burdens, involving both rates and service rules, should be placed upon this 
traffic. 

We feel that this is a matter of prime importance and trust that you will 
act favorably upon our suggestion and postpone operation under your order 
until further facts and information can be presented to you. 

The Chairman. What is the date of that letter ? 
Mr. Elmquist. That was January 16. 

Mr. Atres. Have you a telegram or a letter there in reply to that 
telegram that you sent out on the 17th ? 
Mr. Elmquist. I have not from Kansas. 
Mr. Atres. You have nothing from Kansas? 
Mr. Elmquist. No. 
This is from the Public Utilities Commission of Connecticut : 

In answer to your telegram 17th : Please express position of this commission 
as that outlined in telegram of January 8. 

My telegram of January 8 related to McAdoo's five-year control 
plan, and so I will read that telegram as the answer to my telegram 
of the 17th. 

The Chairman. What does it relate to — the McAdoo control? 

Mr. Elmquist. The telegram of the 8th was one which I sent out 
inviting opinions of the commissions upon McAdoo's five-year con- 
trol plan. 

The Chairman. Now, I want to ask the committee, Do you want 
to hear anything about McAdoo's plan ? 

Mr. Black. He said the reply to the telegraip. of the 8th repre- 
sented the same opinion as to the other. 

(After discussion:) 

Mr. Elmquist. This reads: 

Connecticut Public Utilities Commission not in favor of Government owner- 
ship of railroads. Dpes not see necessity of McAdoo five-year plan. It looks 
like a step toward Government ownership. A limited period may be necessary, 
but the 21 months provided in Federal-control act should be sufficient. The 
Association should take a stand at least to the extent of presenting the ex* 
pressed attitude of the different State commissions. If private ownership is to 
be restored and State commissions are to have any jurisdiction, the jurisdiction 
of State and, Federal commissions should be specifically defined with as little 
duplication as possible. Would probably favor such local rates as would corre- 
spond with rates established for interstate traffic. 

It is signed by Eichard T. Higgins, chairman. Of course, the 
germane part of that telegram is that the commission opposes the 
extension of the five-year railroad plan, and hence opposes tne exten- 
sion of the period of railroad control. 

The Chairman. Does it say that? 

Mr. Stbenerson. Read the first part of it. 

Mr. Elmquist. (Reading:) 

Connecticut Public Utilities Commission not in favor of public ownership of 
railroads. Does not see necessity for McAdoo five-year plan. 

The Chairman. That is the railroad proposition. 
Mr. Stbenerson. Read the other telegram. 
Mr. Elmquist. (Reading:) 

In answer to your telegram 17th, please express position of this commission 
as that outlined in telegram of January 8. 

Mr. Ramseyer. Now, they do not necessarily object to a two-year 
retention. 
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Mr. Madden. That is not before us at all. 

Mr. Bamseyer. Oh, yes ; it is. 

Mr. Madden. No ; it is not. The only thing before us is perpetual 
Government ownership. 

Mr. Bamseyer. No ; it isn't. 

Mr. Madden. That is what the bill says. 

Mr. Bandall. The bill says until Congress says otherwise. 

Mr. Elmquist. That seems to be all of the telegrams. 
,Mr. Steenerson. Have you anything further to say in regard to 
the subject? 

Mr. Bamseyer. Let us make inquiry as to how many States he has 
failed to hear from. 

• 

Mr. Elmquist. I have not made that inquiry. 

Mr. Bamseyer. How many States have you heard. from? 

Mr. Elmquist. I have not counted up the number. Many of these 
came in this morning. 

Mr. Bamseyer. I kept track of them. You have read telegrams or 
letters from 19 States. 

Mr. Elmquist. I would like to be permitted to file, as a part of 
this record, such telegrams bearing upon this question as I may re- 
ceive to-day or later. 

The Chairman. I do not think that is proper, what you may re- 
ceive hereafter ; you are a witness now, not counsel. 

Mr. Black. I suggest that he file with the chairman, and the chair- 
man can put them in the record if he sees fit. 

The Chairman. You can file them here if you want to. 

Mr. Bandall. I understood you to say you sent this telegram you 
mention to all of the States which have commissions ? 

Mr. Elmquist. Yes, sir. 

Mr. Bandall. That includes all of the States except one ? 

Mr. Elmquist. Yes, sir, 

Mr. Bandall. That would be 47 States ? 

Mr. Elmquist. Yes, sir. 

Mr. Bandall. And you have 19 answers ? 

Mr. Elmquist. Yes, sir. 

Mr. Madden. Some of the telegrams he sent might not have reached 
them. 

The Chairman. We are considering control temporarily. Consid- 
ering the conditions of the service now and the action of the Govern- 
ment with reference to the telegraph and telephone, is it your opin- 
ion it would be to the advantage of the telephone people or of the 
people of the country to immediately turn back those properties with- 
out any systematizing of the service by the department, as contem- 
plated, in the present condition that they are in ? 

Mr. Elmquist. I can not see where there would be anv injury to 
the public service by having these properties immediately returned 
to private ownership. 

The Chairman. You do not see where there will be any? 

Mr. Elmquist. No, sir. 

The Chairman. You know a great many of the companies express 
the opinion that there is great danger to the public interest and par- 
ticularly to themselves, if they are turned oack at this time — the 
telephone companies themselves state that, a vast number of them. 
Now is there anything you know about telegraph and telephone mat- 



88 GOVERNMENT CONTBOL OP TELEGRAPH ANI> TELEPHONE. 

lers that would induce you to say those companies are wrong in ref- 
erence to their own condition? 

' Mr. Elmquist. If I was the owner of a telephone company or a 
stockholder in one of them, and saw an opportunity of making a 
contract with the Government to guarantee a satisfactory dividend 
during the period of readjustment, I think I should be anxious to 
avail myself of that opportunity. 

The Chairman. You think it would be to the interest of the tele- 
phone companies, if their business is unsettled by the action of the 
Government so far, that they would take advantage of a resolution 
that would enable them to have their matters properly settled and 
adjusted before the properties were turned over? 

Mr. Elmquist. That is my opinion. 

The Chairman. You think it would be in the interest of the tele- 
phone companies of the United States for the Government to control 
until such time as they can be turned over without detriment to the 
interest of the companies and the Government; that is you position 
about that? 

Mr. Elmquist. Yes. 

The Chairman. Now, if it be a part of your statement it is in the 
interest of the telephone companies and the Government that this 
thing be done, what is the cause of the protest of the utilities com- 
missions? 

Mr. Elmquist. The cause of the protest of the utilities commissions, 
Mr. Chairman, is this: Since the Government has taken over the op- 
eration and control of the telephone companies there have been indi- 
cations of substantial increases of rates. Very shortly after the Gov- 
ernment control, the Postmaster General imposed unusually hi^h 
charges to those communities that are affected, without any consid- 
eration of the effect it would have upon the business cf the companievS 
or upon new subscribers, without making any investigation into the 
cost of that particular service. 

Mr. Madden. You mean the installation charges ? 

Mr. Elmquist. The installation charges; yes. 

Mr. Madden. They charged me $15 for putting a telephone in 
which I was always able to get before for nothing. 

The Chairman. There may be isolated cases like that. • 

Mr. Madden. No; that is the rule; that is the regulation. 

Mr*. Elmquist. That order imposed a very high charge upon pa- 
trons throughout the United States without securing the consent or 
approval of the State commissions who are charged by the laws of 
the several States to pass upon that question. Many of the State 
commissions had passed upon applications- for telephone companies 
for that sort of an installation charge. 

The Chairman. Then, keeping in view the fact that the majority 
of these telephone companies, the important ones, are wanting the 
Government to retain a short control over the wires, and due to the 
unsettled condition in reference to the matter and of the country and 
of the whole question, your utilities commissions are making this op- 
position, notwithstanding that situation '? 

Mr. Elmquist. I did not complete my statement, Mr. Chairman. 
The first objection was to ihe installation charge. The objection to 
the retention of control is based upon the proposed toll rate which 
went into effect last night. State commissions with whom I have 
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conferred and who have sent me tabidations of those toll rates point 
out that they represent a very great increase in the rate and that this 
has been done without the companies applying to the commissions 
for approval of the rates, without an investigation in the several 
States into the cost of the service and the value of the plant. 

The Chairman. This statement you are making is of your own 
knowledge, I presume ; that is all we want. " 

Mr. Elmquist. After conference with the different members of 
the commission ; yes. 

The Chairman. I say this statement you are making about the 
Government — that is of your own knowledge? 

Mr. Elmquist. I am now reporting things that have been told me 
by the commissioners with whom I conferred. 

The Chairman. I want to know what you know about it. 

Mr. Elmquist. All I know 7 is that the telephone toll rates which 
have been put into effect by the Government to-day represent a very 
substantial increase in the rates which have been charged for similar 
service throughout the United States. 

The Chairman. That brings you right down to this question: The 
truth is, then, that your commissions are in conflict with the Govern* 
ment upon this question and Government control temporarily, not- 
withstanding the interests of the telephone companies and the depart- 
ment think it is in the immediate interest of the people? 

Mr. Elmquist. The truth is there ought not to be any conflict ex- 
isting between the commissions and the Government. The joint reso- 
lution authorizing the President to take over the control and opera- 
tion of the wire systems expressly provided that all police regulations 
and power should be reserved in the State. 

The Chairman. That is right. 

Mr. Elmquist. It has been generally conceded that the police power 
included the rate-making power. Now the State commissions rely- 
ing upon that proviso are expecting all these questions relating to 
intrastate service should be referred to them for consideration. As 
a matter of fact, they have not been so referred and, these State com- 
missions relying upon the law, upon their oath and obligation which 
they have taken as State officers, feel it is their duty to perform all 
the duty which the law has imposed upon them in the interest of the 
public. 

The Chairman. Then in your opinion the representatives of the 
department operating the telephone and telegraph systems under a 
war-power resolution, before they do anything in any State, they 
should consult and get the approval of the commission of that State ; 
is that your opinion ? 

Mr. Elmquist. It would have been a very proper thing to do. 

The Chairman. Could that have been done and any sort of decent 
control of these wires had ? 

Mr. Elmquist. Why, certainly. Just as soon as the Postmaster 
General 

The Chairman. Then the complaint of the utilities commission is 
this, that the Government did not so construe the law and did not call 
each of those State commissions into consultation and make a sepa- 
rate determination in each State as to what should be done ; that is 
your complaint? "- 

100392— 19— ft 2 2 
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Mr. Elmquist. We expected that the Government- 



The Chairman. Oh, you expected it, but you didn't get it and that 
is why you are complaining? 

Mr. Elmquist. One of the reasons ; yes, sir. 

The Chairman. How is that ? 

Mr. Elmquist. Yes, sir. 

The Chairman. So that you are in a fight here, your State boards 
through your committee, in the interest of the control by your State 
boards of these utilities, notwithstanding it may appear from the 
statements of the companies themselves and from the officials of the 
Government, that it is to the best public interest and to the best inter- 
ests of the telephone companies that they remain at least for a short 
while in the control of the Government ? 

Mr. Elmquist. The control which you now have retains possession 
of the telephone companies until the signing of the treaty of peace, 
and surely that is ample time. 

The Chairman. Now I want to ask you this further question: 
Why is it that you have organized all of these State commissions to 
make this contest against a further Government control, notwith- 
standing what I have said to be true that the companies want it and 
the Government feels it is to the best interests for the present at least 
that the time be extended? What have you to say upon that? 

Mr. Elmquist. We have not organized any contest, Mr. Chairman. 

The Chairman. What? 

Mr. Elmquist. There has not been any contest organized by the 
State commissions. 

The Chairman. You sent a telegram ; you admit here that you are 
here as a representative of all of these people, at Washington, look- 
ing after the interests of these State commissions, and you sent out 
this telegram and you got these replies, and now you say you have no. 
interest in that? 

Mr. Elmquist. The national association in its convention, held in 
November, passed a resolution asking the Postmaster General to 
promptly return these properties. That is an expression of opinion 
of the national association and that is in the record. 

The Chairman. In view of the fact that you are antagonistic to 
the Government and the telephone companies, too, in this matter, and 
are you not here as a representative of all these commissions for the 
purpose of preventing any control by the Government, doesn't your 
interest lie in the fact that it will weaken the strength of your com- 
missions, and the commissions in the States won't have the power 
they now have over these matters during the period of Government 
control ? 

Mr. Elmquist. Not at all. 

The Chairman. Then you don't object on the part of the commis- 
sions to the Government having control for that reason ? 

Mr. Elmquist. We are not objecting on account of the commissions 
personally. The commissioners are State officers and they represent 
the public, and they have certain obligations to perform as public 
officers. 

The Chairman. That is the theory ? 

Mr. Elmquist. That is the fact ; I have been in it for 10 years, and 
I know. 
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The Chairman. You say that the only interest that these commis- 
sions have is nonpersonal entirely? 

Mr. Elmquist. Yes, sir. 

The Chairman. How do you know that? 

Mr. Elmquist. From my association with the commissioners for 
over 10 years. 

The Chairman. That is just your presumption; it is not any 
knowledge on your part ? 

Mr. Elmqxjist. I have been a public officer for a great many years 
myself and have always looked on this problem from a public and 
not a personal standpoint. 

The Chairman. I know that, too; but you know when power is 
passing out of an officer and his authority is being diminished and he 
has a good salary it is somethinjg else besides public interest in- 
volved? 

Mr. Madden. Isn't it fair to assume that the public interest of the 
Public Utilities Commission is as fairly representative of the people 
as that of the Postmaster General ? 

The Chairman. Why, of course. I. am asking him the question, 
Isn't this conflict brought about because of the objection that they 
have to the taking of power out of their hands. 

Mr. Elmqtjist. Of course, it grows out of that, Mr. Chairman. 

The Chairman. Yes ; now we are getting at it. 

Mr. Elmqtjist. As I explained, the telephone resolution provided 
that all these police powers were to be reserved to the States and 
every State commission assumed that that meant they were to exer- 
cise the powers given to them by the laws of the several States over 
the service and the rates, intrastate, of those telephone companies. 

The Chairman. Therefore, inasmuch as the law was not construed 
as you gentlemen in the various States thought it ought to be, but 
that the Federal authority was assumed under it for the benefit of 
the United States — therefore comes the conflict between the State 
commissions and the Federal Government? There is where you hitch 
with the Federal Government, isn't it? 

Mr. Elmquist. Yes, sir. We expressed our willingness and desire 
to cooperate with the Postmaster General in every way ; we tendered 
him the services of all pf our departments and our experts; we 
pointed out to him that in the conduct of the telephone business he 
would need the services of those commissions. 

The Chairman. Now, do you undertake to say that the Post- 
master General has not, so far as he deemed it advisable and advan- 
tageous to the Government, accepted that advice; that it has not 
been done? 

, Mr. Elmquist. I am not commenting upon that; I can not answer 
for his judgment. 

The Chairman. No; of course not. So that inasmuch as he did 
not follow your course and directions, as you think he ought to have 
done, you have come here and consolidated as commissions from the 
States, seeking to maintain State control over a matter that is now 
Federal under the law, and you make this fight in opposition both to 
the telephone people's interests and the telegraph people's interest 
and — that which some of us believe, particularly the administra- 
tion — the Government's interests? 
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Mr. Elmquist. The State commissions, Mr. Chairman, look upon 
the telephone business as a peculiarly local business. It concerns the 
communications of persons to persons within a village and State, 
and the exchange radius, and it is as peculiarly lpcal in its nature 
as any other business can be that has always been subject to the 
regulation of State officers. 

The Chairman. You are seeking then to have your local control 
under the State commissions as preferable to the interstate control 
in a national control by the Congress and the Government of the 
United States? 

Mr. Elmquist. I do not think there is any doubt at all 

The Chairman. In other words, the State commissions organized 
themselves in opposition to the Federal Government upon this ques- 
tion? 

Mr. Elmquist. I do not think there is any doubt at all but what 
you would have better service and cheaper rates if the control was left 
in private hands, subject to the efficient regulation of State commis- 
sions, than you will have, sir, under the control of the Federal Gov- 
ernment, as it is now being operated. 

The Chairman. Don't you believe that one central control — I am 
not speaking of the ultimate purpose of this resolution now — of a 
great interstate utility like the telephone or the telegraph will be 
better in the interests of the people than the control of two or three 
thousand concerns under the Interstate Commerce Commission? 

Mi\ Elmquist. I do not see how you are going to have one great 
national control of the telephone business. You take in our own 
State, we have over 1,600 telephone companies, and a very large num- 
ber of them are local telephone companies. 

The Chairman. There is no attempt to control the rural tele- 
phones. 

Mr. Elmquist. Another large number are local exchanges that have 
been built, conducted, and maintained purely by local capital to serve 
a local demand. Those telephone companies and the patrons of those 
telephone companies are not at all interested in what the rate or the 
service may be in California or in New York City. They are inter- 
ested in what the service is in their particular community and they 
should pay a rate that will bring in a fair return on capital that is 
honestly and prudently invested in that enterprise and which will 
maintain a depreciation fund, so that that property can be well 
maintained and give good service. 

The Chairman. Looking at the question from the broader stand- 
point than the mere interest of these commissions that want to re- 
tain local power and constant power, if the whole system were under 
the control of the Federal Government with one responsible head and 
not so many overhead charges and so many officers and so many places 
for offices to be located and so many salaries, don't you believe that 
ultimately a cheaper rate would come to the people as well as better 
service and the interstate interests better protected ? In other words, 
has not the time come for the federalization of the utilities of this 
sort? 

Mr. Elmqhist. I do not think so. 

The Chairman. And therefore not thinking of the matter in tjiat 
way, and your commissions desiring to retain that power separately, 
you have come here — not being called upon by the telephone com- 
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panies or the telegraph companies interested, nor by the people — to 
make this fight in the interests of the commissions ? 

Mr. Elmquist. I have come here to do just what I have done this 
morning, to let you know just how the State commissions feel. I 
therefore reflect a public sentiment of the people of this country. 

The Chairman. No, sir; you don't reflect the public sentiment of 
the people of this country ; that is argumentative, strictly. 

Mr. Madden. The chairman has left the impression that the public 
are not opposed to this thing and that the telephone companies' in- 
terests are greater than the public interests, it seems to me, and I 
would like to ask Mr. Elmquist if he does not think it is the senti- 
ment in your end of the world that the telephone companies want to 
maintain Government control of their properties just as long as the 
Government is willing to use its Federal authority to increase the 
rates? 

Mr. Elmquist. I answered that question. 

Mr. Madden. I just w-ant to have it answered so we will get it 
down. 

Mr. Elmquist. Undoubtedly it is to the advantage of the large 
telephone companies of the country to have the Government control: 
them during a period of years, because during that time their returns 
are guaranteed; they are not troubled with wage problems or any- 
thing else, and when they are returned again to private control their 
properties, of course, will have been well cared for, the rate basis 
will be adequate, and they will then be in good condition to continue 
operating at a fair return. 

Mr. Madden. Since Government control, charges have been in- 
creased for service and for tolls that were not permitted to- be made 
by the companies before the Government took the lines over, have 
they not ? 

Mr. Elmquist. The increases were not even asked for by the com- 
panies before the lines were taken over. 

Mr. Madden. And so there have been * increases in the charges 
that the companies did not suggest ? 

Mr. Elmquist. Yes, sir. 

Mr. Madden. And instead of taking the advice of the people of 
the States and the representatives of the people of the States who 
have the regulation of these properties within the States, whose 
advice did the Postmaster General take and who really is in control 
of the operation of the telegraph and telephone companies now ? 

Mr. Elmquist. Oh, I can not answer that question. 
' Mr. Madden. Is anybody connected with any of the telephone » 
companies a part of the management of the telephone and telegraph ' 
companies under Government regulation? 

Mr. Elmquist. I prefer you would ask that question of Mr. 
Lamar, who is present. 

Mr. Steenebson. He has already answered it; it is in the hear-: 
ing — Mr. Bethel, Mr. Carlton, of the Western Union, and an officer 
of the company; Mr. Vail 

Mr. Madden. So that it is the most natural thing in the world for 
tHese people who own the companies to make charges that will in- } 
crease the rates to the public ? 
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Mr. Elmquist. I do not think the companies would hesitate to 
see that rates were put upon an adequite basis at any time, and if 
they find a favorable opportunity, of course they will accept it. 

Mr. Randall. You represent the State commissions here? 

Mr. Elmquist. Yes, sir. 

Mr. Randall. They understand that you are their representative 
in Washington? 

Mr. Elmquist. Yes, sir. 

Mr. Randall. You sent this telegram to 47 State commissions on 
the 17th of January, stating that this hearing would occur on the 
21st, and asked every commission to advise you by wire whether 
they desired you to appear before the committee. Out of the 47 
messages which you sent, you have received 19 answers? 

Mr. Elmquist. Yes, sir. 

Mr. Randall. Fourteen of which are by telegraph and five by letter, 
leaving considerably more than half of the States who have not 
answered your telegram? 

Mr. Elmquist. The telegram was sent out as a night letter. 

Mr. Randall. The telegram states the date of the' hearing, and 
asks that they reply by wire? 

Mr. Elmquist. Yes. I may receive a great many more replies 
to-day. 

Mr. Randall. They understand when the hearing is to occur? 

Mr. Elmquist. Yes, sir ; but the resolution which I read into the 
record, adopted by the national association, was an expression by 
the representatives of all the commissions. 

Mr. Beakes. In the telegram you sent out to the State commis- 
sions, you say, " See my bulletin 19 "? 

Mr. Elmquist. Yes, sir. 

Mr. Beakes. Have you filed that bulletin? 

Mr. Elmquist. I can. I file that as a matter of record [producing 
paper]. 

Mr. Aybes. Let us have it read. 

Mr. Elmquist. This is the bulletin I sent out on December 30: 

National Association of Railway and Utilities Commissioners, 

Washington, D. C, December SO, 1918. 

BULLETIN NO. 19. GOVERNMENT OWNERSHIP OF TELEPHONES AND TELEGRAPHS. 

Under the present law the Government may retain these properties until 
the exchange of ratifications of peace. House joint resolution 368, by Repre- 
sentative Moon, seeks to modify the law by extending the period of control, 
providing for the valuation of the properties, and authorizing the purchase 
thereof. Our national association at its last convention adopted a resolution, 
a copy of which has been sent you by our secretary ■ calling upon the Post- 
master General to release Federal control "as soon as practicable and the 
military necessity shall have ended." 

It is expected that the telephone companies will not oppose the extension of 
Government control for a definite period. Their attitude on the question of 
Government ownership is uncertain. The question before Congress is political 
as well as economic. 

Members of Congress should have first-hand information from the State com- 
missions as to the success or failure of Government operation and the effect 
upon which it has had upon service, wages, rates, economies, and other Inci- 
dental questions. You will be doing a service by writing them fully upon the 
following points and any others that you may deem pertinent. 

(a) Should the properties be promptly returned to their owners? 

(&) Should Government control be extended for a definite period? 



GOVEENMENT CONTROL OF TELEGRAPH AND TELEPHONE. 95 

(e) Effect of Government operation upon telephone and telegraph service. 

(d) Wages. 

(e) Toll and exchange rates; also the effect of the toll rates recently pre- 
scribed. 

(/) Consolidations and conomies of operation. 

(o) Upon State laws and established rules and practices. 

(h) What action has been taken or is in contemplation as to questioning the 
authority of the Postmaster General over intrastate rates and service? 

I might be advisable for you to send copies of your communications upon 
these points to the proper congressional committee. There should be no delay 
in sending this information, and your letters should be ful and explicit. There 
Is no body of men in the country who are in a better position than the State 
commissios accurately to gauge public opinion upon the question of Government 
ownership or the extension of Government control and the effect of Gvernment 
operation upon the rates and service of these utilities. . 

Charles E. Elmquist, 
Secretary Special War Committee, 

Mr. Beakes. Now, if Government ownership of the telephone and 
telegraph services were put in effect would not this mean they would 
lose their jobs? 

Mr. Elmquist. Not at all ;. not a one of them. 

Mr. Madden. A number of the State commissions that have not 
yet replied have commenced suit against the Postmaster General, 
have they not? 

Mr. Elmquist. They have. 

Mr. Madden. For instance, Ohio, I notice, has not replied, and it 
has commenced suit. 

Mr. Steenerson. And Nebraska? 

Mr. Elmquist. Nebraska has a suit pending, and Michigan has. 

Mr. Black. New Jersey has, West Virginia has, Illinois has, and 
Nevada has. 

Mr. Ayres. That resolution passed by your national body advo- 
cates the turning back of these phones or wires as soon as practi- 
cable, doesnt' it? 

Mr. Elmquist. Yes, sir. 

Mr. Ayres. It does not ask for an immediate turning of them 
back? 

Mr. Elmquist. I read the resolution to you. 

Mr. Ayres. Is not that what it says? That is my remembrance 
of it. 

Mr. Elmquist, Therefore, be it resolved that this association does 
respectfully recommend to the Postmaster General that the Federal 
control of the telephone and telegraph wires cease as soon as practi- 
cable and the military necessity therefor shall have ended. 

Mr. Ayres. Who was to be the judge of when it was practicable? 

Mr. Elmquist. The word " practicable " must be read in connection 
with the latter part of the resolution, "and the military necessity 
therefor shall have ended." It is the judgment of all ol the State 
commissions that there is no> military necessity now existing for 
the control of the telephone wires by the Government. An armistice 
has been signed. 

Mr. Ayres. That is Just those 19 that you have heard from, Mr. 
Elmquist ; that resolution would not indicate it, would it ? 

Mf. Elmquist. Yes. . v rV 

Mr. Ayres. It says as soon as practicable, and 19 of thein say it 
should be turned back immediatelv. T understand. 
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The Chairman. The other 29 don't say. 

Mr. Steenerson. I believe- you made it plain in answer to the 
chairman's question that in what the commissions have done, so far as 
you know, they have acted in the interests of the people of their re- 
spective States? 

Mr. Elmquist. There can be no question about that, Mr. Steenerson. 

Mr. Steenerson. The inference to be drawn from those question 
was that you were actuated by personal motives in continuing or 
aggrandizing your official positions, and your answer was not as 
clear as I would like ; that is the reason I ask this question now. 

Mr. Elmquist. Yes. 

(The committee thereupon took a recess until 2 o'clock p. m.) 

AFTER RECE88. 

The committee reconvened, pursuant to the taking of the recess, 
at 2 o'clock p. m. 

STATEMENT OF ME. CHAELES E. ELMQUIST— Resumed. 

Mr. Elmquist. I wish nothing which I stated this morning -to 
carry the impression that I was representing the National Association 
of Railway Commissioners in opposing the Government ownership 
of telephone or telegraph systems. Our association, as such, has 
never taken formal action upon that precise question, and therefore 
I do not want to assume an authority to express an opinion upon 
that question which I do not possess. 

Mr. Black. Do your railroad or public utility commissions under- 
take to regulate interstate rates or do you limit your activities to 
dealing with matters strictly of an intrastate character? 

Mr. Elmquist. My jurisdiction is limited wholly to intrastate 
rate^. In practice, however, all the commissions very frequently 
appear before the Interstate Commerce Commission on questions 
involving the unreasonableness of interstate rates. In many of the 
large rate cases, like the Five Per Cent case, and the recent Fifteen 
Per Cent case, the commissions organized and appropriated money 
and sleeted accountants and appeared before the commission solely 
for the purpose of aiding the commission to reach a correct determi- 
nation of the questions at issue. . 

Mr. Black. In objecting to the curtailment of their jurisdiction, 
do you think these commissions are protesting because of their own 
personal interest or because of what they conceive to be the interests 
of their respective States? 

Mr. Elmquist. They are protesting solely on behalf of the public 
interests. They have no personal interest in the matter at all. 

The Chairman. You are calling for an opinion there ? 

Mr. Black. Very well ; I understand that. 

Mr. Elmquist. I am answering for the commissions and I will 
asfeiime authority for saying that that is a correct answer. 

Mr. Black. The chairman of the committee asked you a question.* 
the substance of which I recall as this: If you do not believe that 
the centralizing of all these wire facilities under one central con- 
trol here in Washington would result in beneficial conditions to 
the people, I want to add to that question this : If you think it would 
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be possible to thus centralize this control and at the same time to de- 
centralize it so that the varying interests of the people located in 
the different communities of the 48 States could be properly looked 
after and protected ? 

Mr. Elmquist. I have given considerable thought to the question 
that you ask. It is my opinion — and now I answer relative to the 
railroad question as well as the telephone question— that if the time 
should come when the Government undertakes permanently to operate 
or control or own and operate these large transportation or com- 
munication utilities, that there still would have to be local regulation, 
because conditions are so varied throughout the country, climatic, 
operating, and otherwise, that you would have to have local control 
to see that that public service is properly given. It would be necessary 
to have local control in order to enable the people who have com- 
plaints, either as to service or as to rates, to have those questions 
expeditiously and economically handled. As it is now the people 
may complain about a railroad rate or railroad service or telephone 
rates or service; they can come before a local commission and in 
very many cases get the question ironed out in half an hour or an 
hour. The local commissions understand the local conditions; they 
are directly responsible to the people ; they understand best what the 
public needs, and I do not believe that you can properly safeguard 
the public interest by centralizing all power in Washington. You 
are getting too far away from the people. 

Mr. Black. Then the truth of the matter is that these things are 
now, or were before the passage of the present control law, decen- 
tralized; and now if we go ahead and centralize all these things 
under one Federal control and its decentralization then became a 
very urgent matter, will it not be very difficult when you once cen- 
tralize a control of that kind, to procure those processes of decen- 
tralization? 

Mr. Elmquist. I think, if the step is once taken, there never will 
be any backward step. The Government does not give up what it 
has. 

Mr. Black. Laying aside the question of Government ownership 
altogether, do you have in mind any reasons why the public would 
be benefited by extending the period of this control beyond the date 
of the proclamation of the treaty of peace? 

Mr. Elmquist. I can see no benefit to the public at all. 

Mr. Madden. Would you be able to see any benefit to the com- 
panies if this period of control should be extended ? 

Mr. Elmquist. I do not see how the large companies can complain 
of the present control; and where you get a large corporation like 
the Bell system and some of those large independent systems, plac- , 
ing their property under the control of the Government and guaran- 
teeing them a fixed amount of return, where they have no difficulties 
with labor troubles or others, well, there is nothing to complain of; 
and finally when it comes to the question of purchase the Govern- 
ment must pay what the properties are worth. 

Mr. Madden. What is your judgment, if you have given any 
thought to it, about the wisdom of the Government deducting from • 
the earnings of any one company and adding the amount deducted 
to the earnings of another company ? 
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Mr. Elmquist. In the abstract, that is a pretty hard question to 
answer. 

Mr. Madden.. I just ask for your opinion. 

Mr. Elmquist. I know that a good many of us to-day are trying 
to figure out some plan by which you can limit the excessive earn- 
ings of some of the strong transportation lines of the country and 
distribute some of those earnings to some of the weaker lines. If 
it can be done with the railroad companies it would be possible, per- 
haps, under some form of unification, for the weaker lines of the 
telephone systems. Of course, that can not be done under private 
control very well. 

Mr. Madden. I know, but what do you think about the justice of it? 

Mr. Elmquist. Well, it depends somewhat upon circumstances. A 
local exchange, is purely a local function; you have your wires there 
to serve the people of that particular community; all the patrons 
of that particular exchange should be called upon to do is to .pay a 
rate which will bring in a fair return upon the money honestly and 
prudently invested, together with a proper depreciation fund to 
maintain the property. If you are going to assess the subscribers 
of that particular local exchange money in excess of those require- 
ments, then you are taxing them for something they are not getting 
and giving the benefit of that money to somebody else who is paying 
less than the service is actually worth. 

Mr. Madden. Your theory is that the charge to be imposed upon 
each community should be sufficient just so that no part of the loss 
sustained by the company in a community where the charge was not 
just should" be made up by an excessive charge upon some other 
community? 

Mr. Elmquist. And relating to telephone companies, the whole 
theory of regulation and the whole theory of the law has been that 
way. 

The Chairman. You said a while ago that you assumed and did 
speak for all the commissions of the different States in this matter ; 
am I correct in understanding you that way ? 

Mr. Elmquist. You are. 

The Chairman. You have not heard, as I understand, on this bill 
from 29 States? 

Mr. Elmquist. Not from 29 States on this particular bill ; but you 
asked me the general question. 

The Chairman. You would not undertake to speak for them, 
would you ? 

Mr. Elmquist. We had a national association convene here in 
November. 

The Chairman. But that was before this bill was introduced ? 

Mr. Elmquist, But they voted for a return of the properties as 
soon as possible. I know the sentiment of the commissions of the 
country. 

The Chairman. You say that the State commissions would have 
no other interest in the matter than the good of the public; where 
they were deprived of fixing rates and controlling property, you 
think they would have no personal interest in it at all if the result 
of that action might mean the abolishing of their official posi- 
tions? 
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Mr. Elmquist. The abolishing of their official positions will not 
be the result, because they have other duties to perform. 

The Chairman. You can not tell, in many States; you are assum- 
ing a fact that you can not assume. I am asking you your opinion. 
You expressed your opinion as to all their good faith and I am ask- 
ing you whether if you take away from them their authority and 
power they are purely actuated from the public interest and have 
iio personal interest in it at all. 

Mr. Elmquist. I suppose, Mr. Chairman, we must be very frank. 
If the result of the Government control of the telephone lines meant 
it would deprive some of the State commissions of their authority, 
that might be ; but I am sure it will not do so or tend to do so, since 
they have other things to do. 

•^•'TKe Chairman. You say there can not be any proper govern- 
mental control of this matter — that there would have to be local con- 
trol altogether to be of benefit — did I understand you that way ? 

Mr. Elmquist. I did not say altogether ; I said even if the Gov- 
ernment owns and operates the telephones and the railroads there still 
must -be decentralized control in order to take care of many local 
problems which the public are constantly bringing up. 

The Chairman. The Government of the United States owns, con- 
trols, and operates the Post Office Department and hires people in 
various ways and they furnish the communication themselves. 
Would the people suffer any loss if that power was diffused among 
the States instead of left with the Federal Government ? 

Mr. Elmquist. I think we would get a good deal better service if 
the people back home selected the postmasters. 

The Chaibman. You think that the people from the States could 
administer the Post Office Department better than the Government 
does? 

Mr. Elmquist. I am not making any criticism of 

The Chairman. I thought you said they did ? 

Mr. Elmquist. No. 

The Chairman. What did you say, then? 

Mr. Elmquist. I said, perhaps, I felt we might have better service 
if the local communities were permitted to select their postmasters 
and not to make them the political football of the administration. 

The Chairman. I am not talking about the postmasters; I am 
talking about the Post Office Department; I think you are right about 
the postmasters. 

Mr. Elmquist. I am glad we agree on something. 

Mr. Atres. I do not think it would be right, because the civil 
service is selecting them now. 

The Chairman. I think it would be right, and I have favored 
that for 15 years ; and for the same reason I think it would be for 
the best interests to let the Federal Government administer the Post 
Office Department than 48 States ; but you think otherwise on that 
proposition. Now, if they can and do administer as an adjunct to 
the Post Office Department, couldn't they administer the telegraph 
an|d telephone service just as. effectually and to the better interests! 
of the whole interests of the United States than those 48 separate 
litility commissions could control it t 

Mr. Elmquist. Does your question embrace all the telephone com- 
panies ? 
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The Chairman. All the telephones necessary to the Postal System. 
There are thousands of those little telephone companies suggested in 
one of these telegrams here. to-day that affect the farmers' organiza- 
tions which are not affected by the resolution, as I understand it. 

Mr. Elmquist. I do not know what you consider to be the tele- 
phones necessary to the Postal System. 

The Chairman. That is a matter for the department. 

Mr. Elmquist. I do not know whether it would help the public in 
any way to have some of the toll systems belonging to the Federal 
Government. 

The Chairman. You are opposed to the Federal control of these 
matters, even though it be authorized by the Constitution of the 
United States, and are in favor of State control, are you ? 

Mr. Elmquist. I have stated that even if the Federal Government 
controls or owns and operates the telephone companies, that there 
should be a decentralized control to take care of local questions. 

The Chairman. Here is a proposition which is unlike any other 
proposition, if I may state my view of it, of Government control oi 
this means of the transmission of intelligence, which under the Con- 
stitution, as I understand it, belongs to the Federal Government; 
and under the law the act of July 24, 1866, provision was made for 
the return of the telegraph to the Government of the United Statea 
The United States had owned it before the Civil War, and when the 
Government of the United States, or when Congress passed that 
statute on July 24, 1866, permitting the invasion of Federal rights 
on this question by private individuals, there was placed in the act 
a third section that provided for a return of these properties under 
certain conditions to the Government, of the control of them by the 
Government, and ownership of them by the Government. Now, that 
was a part of the postal system. Now, you think that that ought not 
to be done, although the telegraph companies took their control with 
that understanding? I understand that you think now that that 
ough not to be done, but the private individuals should continue to 
control a thing which is clearly a constitutional adjunct of the Post 
Office Department? 

Mr. Elmquist. I do not think that any such vast undertaking as 
the permanent Government ownership of either the telephones, tele- 
graphs, or the transportation systems of the country should be acted 
upon by Congress until the public sense of the people of the United 
States is thoroughly understood upon that question. 

The Chairman. I think that is probably true. 

Mr. Elmquist. It is perfectly certain that condition does not exist 
to-day. These wires were taken over for military purposes and for 
those purposes alone, and the people have not had a chance to pass 
upon that question and will not have during the period of control. 

The Chairman. You speak from the position of the department, 
as I see? 

Mr. Elmquist. I construe the act according to its language and 
according to the testimony of the members of the Cabinet who ap- 
peared before the committee, and the discussion of members on the 
floor of the House and the Senate; and as I read the language of thfe 
record, it all points to the fact that this was a military necessity and 
that alone. 
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The Chairman. You know the courts now are determining that 
question; it does not make much difference what Congress or any- 
body else thinks about it, the courts will determine it. And I have 
referred to those matters of permanent control, not that this resolu- 
tion seeks permanent control by the Government of these utilities 
at this time, but for the purpose of doing the very thing that you 
think ought to be done, calling your attention to the fact that there 
should be a trying out of this question of Government control of 
these wires until the people and the Congress are all satisfied as to 
whether we should resume control over the telegraph or whether we 
should leave it in private hands. Don't you think it would be better 
to try out this question after the close of the war? 

Mr. Elmquist. No, I think that would.be breaking faith with the 
American people. You took the properties over for certain reasons 
rfnd when those reasons have ended they ought to be returned. 

The Chairman. Suppose that lias happened which you say has 
happened, that the companies were in a worse fix than they were 
before the Government get hold of them. Ought not the Govern- 
ment to hold on to those companies until a conditon can be brought 
about by which they can be returned without loss? 

Mr. Elmquist. What has that to do with the question of military 
necessity now that the war is over? 

The Chairman. It has not anything to do with the military neces- 
sity. 

Mr. Elmquist. Then you and I do not ajjree. 

The Chairman. This is in order that it can be looked upon in 
times of peace. 

Mr. Ayres. And ultimately ownership of them. 

The Chairman. And ultimately ownership of them ; and we want 
to know the facts as to whether there should be ultimate ownership, 
and ought not that to be tried out? 

Mr. Elmquist. I think the people are very competent to pass 
upon that question without the Government owning and controlling 
the plants. 

The Chairman. Yes ; you are for the utilities commissions. Never- 
theless, let us pass on. You said that the charges under the Govern- 
ment control were higher than they were under private control ? 

Mr. Elmquist. Yes, sir. 

The Chairman. Isn't it true that the price of labor and material 
and all that is necessary to the proper administration of this service 
has become very much higher than it was before, and wouldn't it 
have been necessary for the companies themselves to raise the rates 
as the Government has done? 

Mr. Elmquist. I do not think there has been any substantial in- 
crease in the price of material or the cost of labor since the 1st day 
of August last year. 

The Chairman. You do not? Well, everybody else thinks there 
has been. 

Mr. Stebnbrson. No, not a bit. 

Mr. Ramseyer. You are the head of an organization composed of 
the various State utilities boards? 

Mr. Elmquist. Yes, sir. 

Mr. RAMSBrER. How old is this national association of which you 
are head? 
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Mr. Elmquist. About 35 years. 

Mr. Ramseyeh. And how long have you been its head ? 

Mr. Elmquist. I was elected last year. 

Mr. Ramseyer. How long has this national association maintained 
an office here in Washington? 

Mr. Elmquist. For the last two and a half years. 

Mr. Ramseyer. Your home is in Minnesota ? 

Mr. Elmquist. Let me answer that about three years ago the 
national association' decided to appoint a valuation committee, giv- 
ing that committee authority to select a solicitor and such other 
employees as they deemed necessary to assist the Federal Government 
in making the physical valuation of the railroad properties. We first 
selected the Hon. Clyde B. Aitchison, of Oregon, as solicitor. He 
served from May until October of the following year, when he was 
made a member of the Interstate Commerce Commission ; and then I 
was selected as his successor, apd' have been here since the 15th of 
November, 1915. 

Mr. Ramseyer. You have had your office here ? 

Mr. Elmquist. Yes, sir. 

Mr. Ramseyer. Are you a member of the Minnesota State Utilities 
Board ? 

Mr. Elmquist. I am not now a member. 

Mr. Ramseyer. Do you hold any office except the head of this 
national association? 

Mr. Elmquist. That office ; and I am general solicitor of the na- 
tional association and paid by the national association. 

Mr. Ramseyer. Are you paid as solicitor or as president, or both? 

Mr. Elmquist. Paid as solicitor. 

Mr. Ramseyer. You are also the president ? 

Mr. Elmquist.. Yes, sir* ...... ...... 

Mr. Ramseyer. These State boards or utilities" commissions— da 
they have supervision over other matters besides wires ; that is, tele- 
graph and telephone wires? 

Mr. Elmquist. Forty-seven of them have control over the rates and 
service of railroads and express companies ; many of them have con- 
trol over water power companies, electric power companies, gas com- 
panies, and street car companies. 

Mr. Ramseyer. If the National Government should take over or 
continue the control and ultimately own the wires, that of itself 
would not put your commissions out of business ? 

Mr. Elmquist. I do not think it would affect the life of a single 
commission. 

Mr. Ramseyer. Of course, naturally it would take away some of 
their powers ? 

Mr. Elmquist. Yes ; but it would not take their power away ; their 
tenure of office would not cease by reason of that action. 

Mr. Ramseyer. Their tenure of office would not cease by reason of 
that action; but naturally some of their power would be gone? 

Mr. Elmquist. Some of their powers of regulation would be taken 
from them. 

Mr. Ramseyer. That is what I mean. 

Mr. Elmquist. Yes. 

Mr. Ramseyer. Now, Mr. Elmquist, the proposition before the com- 
mittee is not only one of indefinite, continued control, but there will 
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undoubtedly motions be made here in the committee to continue the 
Government supervision for two or three years. Have you any rec- 
ommendations to make this committee, in view of the fact that the 
committee might decide to report out a bill to extend this control for 
a definite period, and Congress might adopt that recommendation? 
Assuming that will be the course of the committee, have you any 
recommendations to make to safeguard the interests of the people, 
conceding that such a contingency will arise ? 

Mr. Elmquist. In my judgment, the interest of the people will be 
best subserved by having the property restored to private manage- 
ment just as quickly as it can be done.* 

Mr. Ramseyer. That does not answer my question, Mr. Elmquist. 
You know the control of the railroads will remain in the possession 
of the Government for 21 months after the treaty of peace is signed. 
Now, assuming these properties will continue in the control of the 
Government, say, until two years after the treaty of peace is signed, 
have you any recommendations to make to the committee to safeguard 
the interests of the people during that two years? It is a hypothetical 
question. 

Mr. Elmquist. I will say if that is so, that the law should clearly 
express in language that even the Postmaster General can not misun- 
derstand, that all tolls regulations, including the right to regulate 
intrastate rates and service, shall be left with the State commissions. 

Mr. Ramseyer. That answers my question. That is what I tried to 
get from you before. 

The Chairman. You say that even the Postmaster General will 
understand that. Now, there are perfectly good lawyers that under- 
stand it like the Postmaster General does, and the question I want to 
ask you now is, How would the Postmaster General have control un- 
der that law at all, if he had to submit his conclusions to 48 States? 

Mr. Elmquist. The simplest thing in the world ; he simply could 
have said tp the telephone companies, " I believe you ought to have so 
ihuch additional revenue ; the operating conditions point to the neces- 
sity for increased revenues. File your rate schedules with the State 
commissions and ask them to approve them." Then, let those applica- 
tions be supported by the recommendations of the Postmaster General, 
which would clearly set forth the facts upon which his recommenda- 
tion was made, and you would have found, sir, that the State com- 
missions would have been alive to the situation and would have met it 
promptly, but they would have done it after having made some inves- 
tigation. 

The Chairman. Yes; but supposing they had not been alive to the 
situation and had not done it, which is most probable in view of the 
fact they are antagonistic to the department, how would the Federal 
Government have gotten on with it? 

Mr. Elmquist. There has got to be 

The Chairman. Oh, answer my question. 

Mr. Elmquist. Well, even if they had not acted promptly, if the 
telephone company needed more revenues, it had its remedy in court. 

The Chairman. Yes; the telephone company had its remedy in 
court, and you would have had a conflict from the very beginning to 
the end of thiB department with 48 States. 

Mr. Elmquist. You would have had nothing of the kind. 
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The Chairman. You are bound to have had it, if they had not 
agreed. 
Mr. Elmquist. You would have had nothing of the kind, because 

the State commissions, sir 

The Chairman. You are just assuming that the commissions are 
going to do that thing. 

Mr. Elmquist. The State commissions are just as able to analyze 
figures and facts as any Federal commission, and are just as awake 
to their responsibilities, sir, as $ny Government officer. , 

The Chairman. They are just as certain to have differences, too. 

Mr. Elmquist. I observe there are differences even upon this com- 
mittee. 

The Chairman. You will admit that 48 commissions never could 
control a situation like that line one man could. Now, if the Federal 
Government is not to have any control at all, then your position that 
the States control it is all right; but if the Federal Government is to 
assume authority in this matter, it would seem to me that the Federal 
Governmen ought to be the deciding power and not have a diffusion 
among 48 States as to what ought to be done, even if most of them 
had agreed as to certain rates, which is not likely. 

Mr. Elmquist. All of us thought, Mr. Chairman, when you passed 
the resolution that Congress itself clearly stated that the States 
should exercise the police powers, even over rates. 

The Chairman. You might have thought so, and others, too; but, 
as I said, that is a question for the courts, upon which there has been a 
conflict of opinion. 

Mr. Madden. I would like to ask one question right on the line of 
what you have been testifying : If the ascertainment of the facts upon 
which the Postmaster General should decide to base rates, either to 
increase or decrease rates, could be had through the public utilities 
commissions of the States, isn't it more likely that we would be able 
to get an equitable adjustment of the rates than in any other way ? 

Mr. Elmquist, You would have an adjustment based upon the 
facts in that case. 

Mr. Steenerson. Has the density of the population in the different 
States anything to do with the rates that prevail — telephone rates? 

Mr. Elmquist. I believe that in some of the sparsely settled, States 
that you will find a higher toll rate than in the largely settled States. 

Mr. Ramseyer. You do not make different rates for different parts 
of the same State, or vou do not know of any commission that does 
that ? 

Mr. Elmquist. Toll rates ? 

Mr. Ramseyer. Yes. 

Mr. Elmquist. No; the toll rates, as the commission makes them, 
are graded up on the mileage basis. 

Mr. Ramseyer. And these utility commissions do not undertake in 
any case to regulate interstate rates? 

Mr. Elmquist. Not at all, 

Mr. Steenerson. How many kinds of rates are there — you speak 
of toll rates? 

Mr. Elmquist. Well, there is the exchange rates. 

Mr. Steenerson. Is that all — exchange rates and toll rates? 
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Mr. Elmquist. The exchange rate, of course, is purely a local rate, 
for which you pay a monthly rental ; the toll rate is one that goes 
from one exchange to another exchange. 

Mr. Stkexerson. Is that what is popularly called long-distance 
rates? 

Mr. Elmquist. Long-distance rates. 

Mr. Steenerson. Those are the two kinds of rates? 

Mr. Elmquist. Yes, sir. - . » 

Mr. Ramseyer. In your State, for instance, in Minnesota, have you 
any other interstate telephone systems besides the American or the 
Bell that does an interstate business? 

Mr. Elmquist. We have the Bell system. The system there is the 
Xorth western Exchange Co., a part of the Bell system. .Then we 
have the Tri-State Co. 

Mr. Bamseyer. It does an interstate business?. 

Mr. Elmquist. It also does an interstate business. Then there are 
some smaller exchanges there on the border towns, whose lines extend 
out into the adjoining States to some extent* 

Mr. Bamseyer. Just small companies? 

Mr. Elmquist. Very small companies. 

Mr. Bamseyer. And you say you have 1,600 independent com- 
panies within the State of Minnesota doing an intrastate business? 

Mr. Elmquist. I will give you the correct figure; 1,865 that we 
have a record of. 

Mr. Bamseyer. Do you know from your study of telephone con- 
ditions all over the United States whether that is generally true or 
not in all the States; that is, whether they have a large number of 
small companies? 

Mr. Elmquist. No. 

Mr. Bamseyer. Doing an intrastate business? 

Mr. Elmquist. No. Up through the New England States there is 
a very small development of that kind. I think the large rural tele- 
phone development is found out through the Central and Western 
States. 

Mr. Bamseyer. Those eighteen hundred and some companies you 
speak of in Minnesota, are those mostly mutual companies, not run 
for profit? • 

Mr. Elmquist. Yes. 

The Chairman. I want to ask you some questions along this line: 
Where a company is doing business — telephone business — in two or 
three States, then, of course, the different State utility commissions 
have different rates prescribed. How do you manage in that sort of 

a case? 

Mr. Elmquist. Minnesota makes the rates for the company doing 
business between stations within our State. 

The Chairman. The parent company is in Minnesota here, and 
suppose they are doing business across the line and another State has 
different rates; do you observe the rates of the other State there? 

Mr. Elmquist. We have nothing to do with the interstate rate. 

The Chairman. I know ; but how do you manage to run your com- 
pany is what I want to know ? You give — for instance, take Vir- 
ginia arid Tennessee, right down here; there is a city of 15,000 or 
20,000 people on the line; the telephone company in one State, a resi- 
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dent of the State of Tennessee ; it may have one rate, and it is doing 
business right across the street in Virginia, where there is another 
rate. Now, does your company, under those conditions, observe the 
two different State rates? 

Mr. Elmquist. I presume in the case you mention that is all oper- 
ated by one exchange and they are having their small local exchange 
rate, upon which they pay a monthly rental. 

Tne Chairman. Yes; but suppose it conflicts with the laws of one 
of the States, how do you manage it ; do* you observe the laws of both 
States? 

Mr. Elmquist. If there was an exchange that had a lot of sub- 
scribers in one State, and a lot of subscribers right across the line 
in another State, I can very well see how the commissions might say 
what the rental shall be in each of those States. 

The Chairman. Yes. 

Mr. Elmquist. Dependent upon operating conditions, value cf 
properties, and cost of service. 

The Chairman. But the company could not change the rate; it 
would have to be according to the laws of the two States ? 

Mr. Elmquist. Yes. 

The Chairman. So, right in one city, then, you might have one 
rate on one side of the street and right across the street have an 
entirely different rate? 

Mr. Elmquist. You might have. 

The Chairman. Now, is that a good business condition? 

Mr. Elmquist. I do not know of that condition existing anywhere. 

The Chairman. But it does exist; it exists wherever there is a bor- 
der city. It exists at Cincinnati, and in Bristol, in the town I live 
in, and in a number of places. 

Mr. Elmquist. There might be some objection, because the chances 
are you have a local exchange in each pne of those cities, in which 
each exchange, perhaps, has a different installation and different 
operating conditions. 

The Chairman. The man on one side of the street who telephones 
gets one rate, and a man on the other side of the street, right in the 
same city, gets another rate. 

Mr. Elmquist. If he has to cross the line, it would be the toll rate, 
and he would pay the rate which the other State has because of the 
different operating conditions or climatic conditions. 

The Chairman. It does not make any difference in the cost of oper- 
ating across the. street. 

Mr. Steenerson. You do not know to-day of any difficulty of that 
kind, do you ? 

Mr.. Elmquist. Not at all. 

STATEMENT OF ME. FRED W. PUTNAM, MEMBER OF THE RAIL- 
ROAD AND WAREHOUSE COMMISSION OF MINNESOTA. 

Mr. Putnam. Under the law of the State of Minnesota, as passed 
by the session of the legislature in 1915, bur commission has juris- 
diction over the telephone properties within the State. We have 
power to fix rates or to improve service, to take care of the physical 
connections between different properties and exchange properties, 
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to grant indeterminate permits, and all transfers of telephone prop- 
erties must be approved by the commission before they become 
effective. 

I would like to read just a short statement in the annual report 
of the telephone department of "our commission for the year ending 
November 30, 1918. This statement gives some statistics in regard 
to the condition in Minnesota and probably will throw some light 
upon my testimony afterwards. 

There are not 1,719 telephone companies on record in this office. * ' 

Now, that will not agree with the figures that I will present here 
from our statistician, as the figure there is taken for the year ending 
December 1, 1918, and our statistician's figures are taken from the 
reports filed December 31, 1918, so that the later reports are more 
correct. 

Mr. Steenerson. That is November? 

Mr. Putnam. That is as of November, 30. 

Mr. Steenerson. And his figures, are as of December 31? 

Mr. Putnam. It is really as of the 1st of January. His statement 
is compiled January 18 from the reports filed January 1.x 

There are now 1,719 telephone companies on record in this office. We have 
reason to believe that there are quite a number, recently organized, of which 
no records have reached this office. This matter will be fully investigated in 
the immediate future. More or less complete reports have been receivd from 
3.606 companies. 

During the past 12 months the department has received 444 applications and 
complaints relating to telephone matters. These are classified as follows : 

Forty-five complaints and petitions relative to rates and service — 

Those complaints are in regard to service and rate conditions. 
They are not applications for increase in rates, but complaints by 
subscribers because of some local condition; they are complaints 
which if you had Federal control you would have to come to your 
department in Washington. 

Twelve applications for indeterminate permit to operate local exchanges in 
cities and villages. 

One hundred and twenty-seven applications for changes in rates, rules, and 
regulations. 

That is, your applications for increase in telephone rates. A great 
many increases have been allowed by the commission during the past 
year. 

Mr. Ramsever. Increases of rates, you say ? 

Mr. Putnam. Increases of rates. 

Mr. Ramseyer. Because of the increased cost of service? 

Mr. Putnam. Because of the increased cost of service. 

Eight petitions for the installation of telephone service in railway stations. 

That is another line of work the commission takes up in providing 
telephone service in the country districts. 

Nineteen applications for permission to purchase or consolidate telephone 
properties. 

There has been a very decided movement toward consolidation of 
properties and unifying the service. 

Ten petitions for physical connection between telephone systems. 
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That is whore there is an application for the local exchange to con- 
nect with a toll line property so that the subscribers to the local ex- 
change can gain the benefit to the local properties' of the State. 

Two hundred and twenty-throe applications and inquiries relating to various 
miscellaneous telephone subjects. 

They are complaints and matters and things of that sort of which 
we have record. That makes a total of 444. Besides those, there are 
numerous questions that arise every day, informally, over the tele- 
phone, which are adjusted by getting in direct communication with 
the officers of the telephone companies and are adjusted on the spot. 

The records of the department indicate an investment in telephone properties 
within the State of Minnesota of .$45,67 1,957. Of this total, the Northwestern 
Telephone Exchange Co. and the Tri-State Telephone & Telegraph Co. control 
approximately four-fifths. 

That is, the two large companies. 

Mr. Steenersox. That is the Bell Co. 



Mr. Putnam. The Northwestern Co. is the Bell Co. and the Tri- 
State Telephone & Telegraph is the independent company. The 
property of the Northwestern Exchange Co. is approximately 
$23,000,000 within the State, and that of the Tri-State Co. approxi- 
mately $12,000,000. 

The Chairman. What is the Bell Co.? 

Mr. Putnam. That is the Northwestern. 

The Chairman. That is $23,000,000 ? 

Mr. Putnam. About $23,000,000. It is practically one-half of the 
properties in the State. 

The Chairman. May I ask you right there : Do you know the posi- 
tion of the Bell Co. on the proposition? 

Mr. Putnam. On the retention of control? 

The Chairman. Yes. 

Mr. Putnam. I have been informed by the management of the 
Northwestern Co., which, of course, is the local management in that 
territory, that they do not desire the continuation of the Federal 
control. ^ 

The Chairman. Who is the president of that company? 

Mr. Putnam. Mr. Yost, of Omaha. 

It appears that there are 395,789 telephones In actual use in Minnesota, of 
which 99,439 are installed in farmhouses, with 296,350 in the cities and villages, 
The number of farms in Minnesota as given by the Commissioner of Immigra- 
tion is 156,137. It is thus seen that approximately 64 per cent of the farms in 
Minnesota are supplied with telephone service ; in other words, 64 out of every 
100 farms are connected with the extensive telephone web of Minnesota. 

Mr. Ramseyer. Are they farmers supplied by mutual companies? 

Mr. Putnam. They are very largely farmers supplied by mutual 
companies. Now, I have some further statistics in regard to it. 

The Chairman. All right. 

Mr. Putnam. To convey telephone messages to the inhabit- 
ahts 

The Chairman. Before you get away from that question. You 
say that that Northwestern Co. does not favor this proposition? 

Mr. Putnam. Why, that is the information personally given 
to me. 
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The Chairman. What would you say of the question if you were 
reliably informed that Mr. Yost was in the Post Office Department 
just a few days ago urging it? 

Mr. Putnam. That may be the fact. All I know is what I am told. 

The Chairman. That is what I understand from the solicitor is 
the fact. 

Mr. Putnam. Their attitude toward the State commission may be 
different than their attitude toward the Federal authorities. 

Mr. Eamseyeb. All things to all men. 

The Chairman. I do not know how that is. I just wanted you to 
understand in case the basis of your argument should drop out. 

Mr. Putnam (reading) : 

To convey telephone messages to the inhabitants of Minnesota, some dwelling 
in the wilds of the far north, it has been necessary to construct 81,024 miles of 
pole lines and to string 250,610 miles of aerial wire, exclusive of wires carried 
in cable. 

We have also prepared a statement in regard to the number of 
telephone companies, based upon the figures shown in our report. 
The total number of companies, 1,719; total number of switchboards 
operated, 637 ; total number of boards operated by the Northwestern 
Co., that is the Bell system, 105; total operated by the Tri-State 
system (that is the largest independent company), 46. The inde- 
pendent companies operate 354 switchboards; 303 of those companies 
operate one switchboard each and a total number of stations of 62,770 
and with a book value of property of $3,690,549. Of the 51 com- 
panies that operate more than one switchboard, they operate 103 
switchboards, and they serve 62,196 stations, with the value of prop- 
erty $3,804,674. 

Then we have 1,363 companies that operate no switchboards. 
Those are the farm-line companies. The number of stations served 

is 

* Mr. Ayres. They are connected up with what — the Northwestern 
Bell telephone, and the larger companies ? 

Mr. Putnam. Connected up with all the various companies. I 
might state in a^ great many instances you will find the independent 
company operating in the village and will own no properties outside 
of the village limits, but will connect with half a dozen farm lines, 
the properties owned by the farmers, and they pay a regular man a 
switching charge for handling the switchboard. 

We have also prepared a statement of the companies in the State 
of Minnesota, according to the population of the towns, showing that 
in towns and villages under 5,000 population there are 506 towns 
served by telephone service ; 289 companies operating, of which 84 
are owned by the Northwestern Co., 27 owned by the Tri-State Co., 
and 411 are owned by independent companies. In towns of five to ten 
thousand, there are 14 towns served. Eight companies own their 
property, and the Northwestern operates seven and the Tri-State five 
of those exchanges, and the independent companies six. 

In the larger towns of ten to twenty thousand, there are six towns 
served, three companies operating. The Northwestern operates 
three, the Tri-State three, and the independent companies one. 

In towns over 50,000 there are three companies operating. The 
Northwestern operates two exchanges, the Tri-State one exchange. 
and the independent companies one exchange. 
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The classification of the companies, by the classification put out by 
the Interstate Commerce Commission, is as follows: 

Class A, which includes companies where the annual operating 
revenues exceed $250,000, there are two. 

Class B, where the annual operating revenues exceed $50,000, but 
not more than $250,000, there are three. 

Class C, where the annual operating revenues exceed $10,000, but 
not more than $50,000, there are 46. 

Class D, where the annual operating revenues exceed $10,000 or less, 
there are 240. 

Class F, the farm-line companies, there are 1,574. 

The total companies operating are 1,865 in the State of Minnesota. 

The Chairman. Now, there has been no disposition or effort on 
the part of the Government to diminish this service, has there, in 
any way, or to disconnect those farm-line companies from the lines 
with which they are connected ? 

Mr. Putnam. I know of no disposition on the part of the Govern- 
ment at the present time to do that; but in view of the fact that the 
Government has taken over these larger companies and have not 
taken over companies which are classed as mutiial companies it is 
very important in considering this problem to know what is going 
to be the attitude of the Federal Government in regard to these xarm- 
line companies. 

In the State of Minnesota, under an order issued by our commis- 
sion, every telephone in the State is or very shortly will be con- 
nected with every other telephone. So that your iarm-line com- 
panies can not be divorced from your main system, and are really a 
part of your telephone system. And the minute you take over your 
larger companies and do not take over the farm-line companies you 
are going to draw a line of demarkation there that is going to cause 
trouble in the telephone business. 

The Chairman. Why should it do that when the Government is 
attempting to extend this service instead of destroy it? 

Mr. Putnam. For this reason : There are farm-line companies now 
operated in the State of Minnesota which were started by 7, »8, or 
10 farmers getting together and buying the wire and putting up 
the poles and buying the instruments. Those companies have con- 
tinued to spread out until at present they cover the county, and some- 
times more than one county, and they are operating exchanges and 
have extensive properties. They are operating telephone com- 
panies and yet are operated on the mutual plan. Now, where are 
you going to draw your line? 

The Chairman. Do you know of any order made by the depart- 
ment that these lines shall not be taken over? 

Mr. Putnam. From what was stated here this morning I inferred 
there were some lines not to be taken over. 

The Chairman. Farm lines? 

Mr. Putnam. Farm lines. And, of course, those mutual com- 
panies are operating farm lines. 

The Chairman. If the farm lines get the communication with the 
attachments and phones they have and are not taken over, how can 
they complain about the matter ? 
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Mr. Putnam. At the present time it is a question of what they shall 
pay in the way of switching charges which they are not now pay- 
ing and what service shall be rendered to them at the switchboard 
with which they connect. At the present time the local man at the 
switchboard is the advisor of the farmers in handling their farm-line 
business, and it is a material help in the promotion of the farm-line 
development, and the assumption of the operation of those lines by 
the telephone company may materially change that relation. 

Mr. Steenerson. In what way will it change it? 

Mr. Putnam. That the local man in charge of that company will 
not have the incentive to increase that business because of personal 
benefit to himself. 

The Chairman. Oh, that is just an assumption, of course. 

Mr. Steenerson. The taking of the telegraph companies by the 
Government, notwithstanding the fact that some of those mutual 
companies may not be taken over, yet it does affect the business of the 
mutual companies ? 

Mr. Putnam. It does affect the business of the mutual companies ; 
yes, sir. 

Mr. Steenerson. And will affect them? 

Mr. Putnam. Yes, sir. 

Mr. Steenerson. And, in your opinion, adversely to the interests 
of the people interested ? 

Mr. Putnam. Yes, sir. 

The Chairman. How is it going to affect them if the Government 
does not interfere with their connections and permits and encour- 
ages the extension of it under the order? How should it happen, 
in other words 

Mr. Putnam. You must bear in mind that these mutual companies 
in some cases are quite extensive; that their subscribers and tele- 
phones run into the thousands; that each subscriber to a telephone 
has the privilege of becoming a member of the corporation and 
participating in the benefits as a stockholder, and they are operated 
not especially for revenue but for the most economical telephone 
service possible. 

The Chairman. The Government is not going to have anything 
in the world to do with that. 

Mr. Putnam. They are operating those lines at monthly rentals 
ranging from 75 cents to $1.25, and they are able to do that because 
of the time and labor that the members of the company place upon 
those properties themselves. When those properties were originally 
built, each farmer would go out and help construct the pole line, and 
that meant a material saving in investment and outlay by the 
farmers. And it is my opinion that if the Federal Government 
takes over these lines it will mean a material increase in the rates 
to the farmers. 

The Chairman. That can still be done; there is not any question 
about that. 

Mr. Putnam. One of the points that seems to be advanced by the 
Postmaster General for the retention of telephone- properties is the 
elimination of the competition problem. I wish to call the attention 
of the committee to the fact that in the State of Minnesota, about 
May 1 last, there was issued an order which practically eliminates 
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competition within the State of Minnesota. The Northwestern Co., 
which is the Bell system, was given permission to purchase from the 
Tri-State Co. all tne properties that the Tri-State owned north of a 
line drawn between Minneapolis and St. Paul, and running west to 
the western boundary of the State ; the Tri-State Co. to purchase all 
the properties owned by the Northwestern south of that line. Upon 
the completion of the physical connection of those properties there 
will remain in the State of Minnesota about 10 competitive points. 
Those are cases where there are independent companies operating 
against either the Tri-State Co. or the Northwestern Co. And nego- 
tiations are on at the present time for the consolidation of those prop- 
erties; so that in a very short time, under State regulation, we will 
have accomplished one of the items that the Postmaster General 
claims can be accomplished under Federal control, and we will have 
accomplished that without any expense to the State or the Gov- 
ernment. 

The Chairman. That may be so it mi/glit be accomplished in Min- 
nesota, but I understand in Pennsylvania and other States there is 
a constitutional prohibition against doing anything of that sort. 

Mr. Putnam. I am stating what is being done in the State of 
Minnesota. 

Xow, the local problems that are considered by the commission 
deal with all phases of telephone management, service and rates, and 
conditions. If it is a question of some place, the individual desires 
to become a subscriber to a line and the company will refuse service, 
we have the pow T er to order that service iii. Some times it Incomes a 
question of discrimination in rates or poor service, and we have the 
power to make investigations and to order new service, new rates, or 
the amendment of poor conditions. 

The Chairman. Has it become necessary to increase your rates 
any in Minnesota ? , 

Mr. Putnam. We have increased our rates considerably and espe- 
cially of the smaller independent companies, but not in the larger 
companies. The centralization of control in Washington practically 
eliminates the opportunity for the general public to be heard, and 
the comparison can be made with postal conditions in St. Paul and 
Monneapolis, where deliveries of first-class mail from one part of 
the city to another may be delayed from one to two days. This con- 
dition has existed for several years. If the individual could per- 
sonally see a local board or authority with the power to act, un- 
doubtedly this postal problem would be solved, but at the present 
time the persons in authority are too far away. 

The Chairman. Are you speaking now of the postal system? 

Mr. Putnam. I am simply comparing that situation where there 
is a very lax movement of the delivery of mail which is mailed at our 
office to offices in the city of St. Paul, and those communications may 
not be delivered until 24 or 48 hours later. 

The Chairman. You feel if that control over the mail was not 
in the Federal Government, but in your commission, you could 
regulate it so as to have a better service ? 

Mr. Putnam. We feel that the local party receiving that mail 
would have an opportunity to present his case and to be heard. As 
it is at the present time, it is necessary for him to go to the expense 
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of coining to Washington, and it is too great an outlay for the trouble 
he is put to. 

The Chairman. You are against the postal system being operated, 
then, except by the States? 

Mr. Putnam. I am not here discussing the postal system. 

The Chairman. You brought up that illustration. 

Mr. Putnam. There will also be the question in the operation of 
the telephones as to the demands for future extensions. In a city 
like Minneapolis, which is growing very rapidly, it requires, an im- 
mense amount of capital to continue to develop the property accord- 
ing to the public demands. Some one must finance that situation. 
The financing of that situation is going to depend upon the action 
of parties here in Washington, if you have it under Government 
control. And if that development depends upon action in Wash- 
ington, it depends upon the political influence that can be brought 
to bear to require your department to do it. The experience of the 
Minnesota Eailroad Commission in regard to railroad properties 
being federally controlled is that the only manner in which we 
could obtain any real results was through the influence of representa- 
tives from the State of Minnesota and not by presentation of the 
facts to local representatives of the railroad administration in the 
State of Minnesota. 

The Chairman. What is the present rule in reference to the local 
applications for an extension of service? Under the present law 
you make application to the Postmaster General, stating the facts, 
don't you ? 

Mr. Putnam. I do not understand the question, Mr. Chairman. 

The Chairman (continuing). For any betterments in the service? 

Mr. Steenerson. What service — telephone? 

The Chairman. Postal or telephone service. 

Mr. Putnam. I presume the complaints go to the Postmaster 
General. 

The Chairman. The complaints go to the Postmaster General, and 
there would be a uniformity of decision as to those questions every- 
where ? 

Mr. Putnam. I presume there would be a uniformity of decision; 
which would mean the failure to adjust the matter to the local 
problems. 

Mr. Madden. And uniformity of delays. 

Mr. Putnam. The experience of our commission during the Fed- 
eral administration of the telephone properties! — and I wish to 
state right here, in view of some of the questions asked of Mr. Elm- 
quist, that I am here not so much as a representative of the State 
commission but as a representative of subscribers in the State of 
Minnesota — that since the order establishing and promulgating the 
proposed telephone rates was issued and that order has come into 
the hands of the local telephone users, such as business men of St. 
Paul and Minneapolis, commission men, wholesale houses, and job- 
bing houses, I have interviewed representatives of those various as- 
sociations, and they have come to my office to see me, and they have 
all urged our commission to take such steps as we could to have the 
facts presented to the proper authorities to show how Government 
control of those properties is a detriment to the telephone sub- 
scriber in the State of Minnesota. 
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Mr. Madden. Will you be kind enough, if you have the facts, to 
state just exactly what those new orders for an increase in the toll 
rates mean ? 

Mr. Putnam. I have a schedule which I desire to file a little bit 
later. I have with me our telephone supervisor who prepared the 
schedule, and you can ask him the questions. 

Mr. Madden. I want to ask the difference between the rates as they 
existed before and as prescribed at the present time, and between the 
lines of the different connections as they describe them in the order. 

Mr. Putnam. The Minnesota Railroad Administration has made 
a study of telephone questions since it has had jurisdiction over 
the properties, and when the Federal Government assumed control 
of thope properties we tried to ascertain what facts occurred, the 
war necessity for the same, and we are here to say that the commis- 
sion knows of no fact that in any way tended to create such a neces- 
sity. The telephone properties in the State of Minnesota were ample 
and able to meet all demands placed upon them by the numerous 
war users and also served the public. 

Mr. Ayres. What is that? 

Mr. Putnam. I say the telephone properties, the properties owned 
by the telephone companies in the State of Minnesota, were ample 
and able to meet all demands placed upon them by the numerous 
war agencies and also served the public. 

Mr. Madden. Have they been improved % any since the Govern- 
ment took control? 

Mr. Putnam. I wish to say since the Government has taken con- 
trol there has been a decided falling off of the service conditions. 

Mr. Ayres. As I understand from your answer there, of being 
able to meet all the demands, that means simply the demands of the 
patrons of the phones, does it? 

Mr. Putnam. That means they are able to furnish communication 
and service whenever requested. 

Mr. Ayres. Let me ask you this question : Were they able to meet 
all the demands of the labor, of the operators of the telephone sys- 
tem in St. Paul and Minneapolis? 

Mr. Putnam. They were up to the time of the Federal control. 

Mr. Ayres. Up to the time of the Federal control ? 

Mr. Putnam. Yes, sir. 

Mr. Ayres. Has the Federal Government decreased the salaries 
or wages of the employees of the telephone companies in St. Paul 
and Minneapolis? 

Mr. Steenerson. He was not referring to salaries. 

Mr. Ayres. Salaries of operators? 

Mr. Putnam. I will be glad to go into that if you desire. Since 
the Federal control of the telephone properties there has been a 
decided labor movement among the telephone employees, in which the 
operators have been organized, the electrical experts organized, and 
they have made demands upon the telephone companies for increases 
in wages. I attribute that demand for increases in wages partially 
to the natural tendency of the increased cost of living, and perhaps a 
very large percentage of that demand is due to the fact that tho 
Government is operating those lines, and the employees feel they can 
compel the Government to give them a higher wage. 
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Mr. Ayres. Were not those demands made before the Government 
' took control of the lines ? 

Mr. Putnam. They were not to my knowledge. 

Mr. Ayres. I do not mean during the war, but prior to that time? 

Mr. Putnam. Those demands from my information, and this 
means information told to me by the managements of the telephone 
companies, were made- after August 1, 1918. 

Mr. Ayres. Let me ask you this question: If the salaries of the 
operators or of the employees or the daily wages of those telephone 
employees have been decreased in any manner whatever since the 
Government has taken control of the matter? 
' Mr. Putnam. I believe not. 

Mr. Ayres. Now, you have a strike on, I believe in Minneapolis and 
also in St. Paul ? 

Mr. Putnam. Yes, sir. 

Mr. Ayres. On account of a demand for higher wages, which was 
not acceded to by the Government ? 

. Mr. Putnam. Yes, sir; and that strike was practically settled by 
an agreement between the representatives of the telephone employees 
and the managements of the companies. One of the conditions of 
that agreement was that those that hkd been out on strike should 
be returned to the employ of the companies. 

Mr. Ayres. How is that? 
' Mr. Putnam. That the strikers should be returned to their posi- 
tions. 

Mr. Ayres. That' is, reinstated or reemployed? 

Mr. Putnam. Eeemployed. Before the final confirmation of that 
agreement the managements of the telephone properties in the State 
of Minnesota received a message from Mr. Burleson in which he 
instructed them not to reinstate any of the employees who had been 
on strike more than 24 hours. If that message had not been sent, 
undoubtedly the strike would have been settled early in December 
<and we would have been through with the difficulties of poor service. 

Mr. Ayres. From what source did you receive that information? 

Mr. Putnam. I was shown the telegram by Mr. Belt, the manager 
of the Northwestern Telephone Exchange, which he received from 
Mr. Burleson. 

. Mr. Ayres. Did you see any communication from Mr. Belt to the 
department in regard to that matter? 

Mr. Putnam. No ; I did not. 

Mr. Ayres. You do not know what representations were made by 
Mr. Belt or anyone else to the Post Office Department relative to 
those matters ? 

Mr. Putnam. Except what I have stated and what they told me. 

Further, the commission kept in constant touch with the Federal 
administration and the wire lines and studied the orders issued by 
the Postmaster General, and the commission fails to find a single act 
that has been performed or accomplished by the Federal Government 
in its management of the wire lines that has in any manner aided 
in the prosecution of the war. The only order that I have seen, and 
I believe I have seen them all, that the Postmaster General has issued, 
based upon the war necessity, was the order creating the installation 
fee. He based that order upon the necessity of curtailing the addi- 
tions to the properties. 
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The Chairman. Have you got that order? 

Mr. Putnam. Yes; I have a copy of that order here; I believe we 
have it with us. ' 

Mr. Steenerson. We will furnish it. 

Mr. Putnam. That is the only order which I know of in which war 
necessity was even mentioned. 

The Chairman. When was that order that required them not to 
reinstate the men after 24 hours ; what was that based on ? 

Mr. Putnam. You mean the telegram that was shown to me? 

The Chairman. Yes. 

Mr. Putnam. I do not know, Mr. Chairman, except, of course, the 
commission at that time was doing all it could to get telephone service 
within the State of Minnesota. 

The Chairman. It was based upon the law, wasn't it, to prevent 
these things — these strikes ? 

Mr. Putnam. I am not familiar with that. 

Mr. Ayres. Wasn't it a fact that telegram was sent soon after the 
strike, and it gave those employees 24 hours in which to return to work, 
with the distinct understanding if they did not return to work within 
24 hours they would not be reinstated? 

Mr. Putnam. That may be the situation. But I do know after a 
agreement had been entered into it was overturned by an order of 
Mr. Burleson. 

Mr. Ayres. You say an agreement entered into. Was there an 
agreement entered into between the telephone companies or manage- 
ments and the employees for a reinstatement of all the help? 

Mr. Putnam. I understand that is the ease. 

Mr. Ayres. Are you positive of that information ? 

Mr. Putnam. That is the information I received from the manage- 
ment of the Tri-State Co. and the management of the Northwestern 
Exchange Co. of the State of Minnesota, and was told to me in my 
office in the State of Minnesota. ; 

The Chairman. Suppose there is no record of that order and the 
department says it is not true ; what have you to say about it then ? . 

Mr. Putnam. I saw the telegram sent by Mr. Putnam. ■ ; .; 

The Chairman. I am talking about rigging up the agreement. 

Mr. Putnam. I believe besides that statement there was a notice 
in the newspapers, and if I remember correctly I believe I was in- 
formed that some of the operators presented themselves at the offices 
of the companies expecting to be reinstated. 

Mr. Steenerson. You mean the strikers? 

Mr. Putnam. Yes, sir. At the time that installation fee order was 
issued, it was the contention of the commission — and I believe it is a 
fair contention— that other Government agencies, or the Ppstmaster 
General by an order of his own — which I believe there was some such 
order issued — could have curtailed construction work requiring any 
great amount of material or supplies. The commission believes that 
the Federal administration has in several instances performed acts 
that have tended to handicap the general public in carrying on its 
activities and also its war activities. One of those acts is the instalh 
lation fee order. 

The Chairman. What were they ? 

Mr. Putnam. One of those acts was the installation-fee order, 
which was older 1031, which established an installation charge rang:- 
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ing from $5 to $15, dependent upon the monthly rental of the tele- 
phone. Our commission made a protest to that order, which was 
printed and has been given some publicity. 

The Chairman. That -is a narration of the differences between the 
Postmaster General and your commission? 

Mr. Madden. The establishment of an installation charge was an 
innovation, wasn't it? ' 

Mr. Putnam. Yes, sir. 

Mr; Madden. It never had existed before? 

Mr. Putnam. Not to my knowledge.' 

Mr. Steenerson. Not in Minnesota. 

Mr. Madden. Not anywhere else. 

Mr. Putnam. In the issuance of this order, it is my belief that the 
larger telephone companies were desirous of placing into effect an 
installation charge and believed it was a good time to try out the 
plan, and they persuaded the Federal administration to place in 
effect the charges under order 1931. The prophecy of the Minne- 
sota commission as to a reduction of telephone subscribers, due to 
this installation-fee order, was clearly borne out by the records of 
the Northwestern Telephone Exchange Co. In this objection that 
we filed with Mr. Burleson we stated there would be a reduction of 
telephones in the State of Minnesota in the neighborhood of 40,000 
to 5Q r 000 subscribers during the period of -a year. The records of 
the Northwestern Telephone Exchange Co. show that during the 
month of October they lost 2,200 subscribers — a net loss. . Now it is 
impossible to measure the additional loss that might arise, due to 
the natural increase of users of telephones within the State. 

Mr. Ramseyer. Why that loss? 

Mr. Steenerson. It was too expensive. 

Mr. Putnam. The loss was due to the fact— I can quote some fig- 
ures which I have in this objection that we filed here. I might state 
that on this installation charge I conducted a hearing, based upon 
the application of the Northwestern Exchange Co., in the month of 
July, asking for an installation charge, and the figures that are 
quoted in this objection are the figures presented at that hearing by 
the telephone company. According to the testimony of the company 
at said hearings, there is a gain of one subscriber for every six or 
seven installations. In other words, where there are six new instal- 
lations there are fivd subscribers who discontinue the service. That 
the Northwestern Telephone Co., in the year 1917 

Mr. Madden. Let us get that so we will understand it : Every time 
they put in six telephones, five telephones are taken out; is that 
right? 

Mr. Putnam. Yes ; that is the experience of the Northwestern Co. 

Mr. Madden. So that they gain one? 

Mr. Ay res. Is that the usual occurrence? 

Mr. Putnam. That is the usual occurrence, and that is based on the 
figures for 1917. 

Mr. Madden. That is the practice ; it is just like gas meters. Where 
a man moves, he takes out the meter, and if he moves to a new place 
he wants a new installation. 

Mr. Putnam. Yes, sir. 

Mr. Madden. And where you make six new installations, there are 
five removals ; that is the point ? 
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Mr. Putnam. Yes, sir. That during the year 1917, on the North-, i 
western Exchange Co.'s lines, there were 42,350 new installations 
made, and that as an average for the State of Minnesota, based on 
the Northwestern property (about one-half the total properties in 
the State), there will be about 85,000 new installations, and upon, 
those figures we figured there would be a discontinuance of about 
75,000 stations, leaving a net gain, in normal times, of 10,000 sub- : 
scribers during the year. And based upon our general knowledge 
of the situation, we estimate there would be a loss of pretty near 50 
per cent of the total installations for the year 1917. 
, Mr. Steenerson. You say that has been verified? 

Mr. Putnam. That has been verified by the history of the North- 
western Co. for the month of October. If you take the month of 
October, 2,200 net loss, and extend it for the period of a year. 

Mr. Steenerson. And that is attributable to the high charge for* 
the installation? :!.-, 

Mr. Putnam. Yes, sir. . -;i » 

The Chairman. Why was that ; wasn't there a duplication of the 
phones on account of the different companies there, and then there', 
was a consolidation ? 

Mr. Putnam. There has not been a consolidation of the properties^ 
in the city of Minneapolis ? * 

The Chairman. Wasn't there a division of the territory? ; 

Mr. Putnam. That division of the territory took place, the title > 
passed as of July 1, 1918, but there is at the present time operated in 
the city of Minneapolis and the city of St. Paul two distinct tele- 
phone systems, so that the business men still have two telephones ! 
upon their desks. And that physical consolidation 

The .Chairman. Wouldn't it have been better to have one system 
and one telephone ? 

Mr. Putnam. The order authorizing such a consolidation has been : 
issued by the commission, and just as soon as war conditions permit 
it that consolidation will be made.' • ' * 

Mr. Madden. In answer to the chairman's question, I happen to 
be the owner of a little gas plant out West. It is the only gas com- 
pany in the town, so that there can not be said to be duplications or 
competitions. The prices are regulated by the public utilities com- 
mission. We take out, for example, 5 or 10 meters to-day and we 
install maybe 4, or we may install 12. But the difference between 
wh$t we take out and what we put in is the net loss or the net gain. 
Now, that is due to the fact the people are moving from one place to 
another. That same thing is true with respect to telephones. If a 
charge was made to those people every time you took a meter out • 
or a* telephone out and installed a new one, many of the people who . 
use gas or telephones would cease to use the utility altogether. 

Mr. Putnam. That is just the result. 

Mr. Ayres. The same illustration: If there was another gas com-. r 
pany and the two of you were to be consolidated, and one house or 
one place, a domestic user, had two gas meters, they wouldn't retain 
both of them, would they ? 

Mr. Madden. There is only one in this case; there is no competi- ; 
tion. 

Mr. Ayees. I understand; but there are two telephones in St. Paul 
and Minneapolis. 
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Mr. Madden. The same thing would apply. 

Mr. Ayres. The Northwestern and the Bell Co. have consolidated 
in that territory ? 

Mr. Putnam. The Northwestern Telephone Exchange Co. is a 
Bell operating company. 

Mr. Ayres. Well, the two telephone companies there have con- 
solidated ? 

Mr. Putnam. There has been a division of territory. 

Mr. Ayres. Now, what two companies are there — the Northwestern 
and what other company ? 

Mr. Putnam. And the Tri-State Telephone & Telegraph Co. The 
consolidation of the title to that property took effect July 1, 1918, 
but because of war conditions and the inability to obtain supplies 
those properties are still operated as they were prior to that time — as 
two independent exchanges. 

Mr. Ayres. In the same territory? 

Mr. Putnam. In the same territory. 

Mr. Ayres. Both of them are operating in the same territory ? 

Mr. Putnam. Both of them are operating in the same territory and 
the same company is operating. 

Mr. Ayres. Does that mean to say in one territory if the North- 
western was operating and that particular territory had been oper- 
ated also by the Tri-State the Tri-State has, by reason of the agree- 
ment with the Northwestern, gotten out of that territory, but it still 
operates its phones in the same territory ? 

Mr. Putnam. That the Northwestern is operating the property 
formerly operated by the Tri-State; but they will operate that prop- 
erty — operate two competing exchanges — until such time as they can 
get the material and supplies to make the physical connections. 

Mr. Ayres. Take the domestic user, for instance, or take a business 
phone, because he man in business usually has the two phones. If 
they had had two telephones and afterwards the Northwestern had 
gotten that territory, do you mean to say they would have put in a 
Northwestern phone and at the same time kept the Tri-State phone? 

Mr. Putnam. There has been no difference in the operation of those 
properties because of the consolidation of the title to them; the 
telephone company has been forced to defer that consolidation of 
service. 

Mr. B-amseyer. They have not made the connection yet? 

Mr. Putnam. They have not made the connection yet. Now, you 
take it over in the city of Minneapolis: There are about seven or 
eight Northwestern exchanges and five or six Tri-State exchanges, 
and it requires miles of cable to be run in order to make that physical 
consolidation, and it has been impossible to get that cable during the 
past six months. 

Mr. Ayres. What I was trying to get at is whether or not the fall- 
ing off of the subscribers is because some of the telephones have been 
taken out? 

Mr. Putnam. Not in my opinion. 

Mr. Beakes. Haven't there been some consolidations in the State 
in the last six months? 

Mr. Putnam. I believe in the city of Brainerd is the only place 
where there has been a consolidation in the last six months. There 
will be some consolidations in the next six months. 
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<Mr. Bamseter. Even with the consolidation you explained on the 
1st of July, 1918, do I understand that the services remain the same 
as they were prior to the 1st of July ? 

Mr. Putnam. Yes, sir; exactly. 

Mr. Steenerson. This consolidation was authorized by the State 
railway and warehouse commission of Minnesota? 

Mr. Putnam. Yes. 

Mr. Steenerson. And approved by Attorney General Gregory be- 
fore it went into effect? 

Mr. Putnam. Approved by Attorney General Gregory before it 
went into effect; yes, sir. 

Mr. Steenerson. There is nothing in conflict with the antitrust 
laws. 

Mr. Putnam. This installation charge under order 1931 has since 
been amended so as to make the maximum charge $3.50. 

Mr. Black. Eight on that point, to save recurring to the matter 
later : If there is all of this turnover that you mention, do you not 
think there should be some installation charge fixed at a reasonable 
amount? 

Mr. Putnam. In our protest to the Postmaster General, we stated 
that we would waive that question. It is a question that might be 
disputed and properly disputed, in my judgment. 

Mr. Black. It occurs to me there ought to be a reasonable installa- 
tion charge. 

Mr. Madden. The question is, Is $15 a reasonable installation 
charge ? 

Mr. Black. I think we will grant it is not. And the Postmaster 
General says the only reason he made it that amount was to check 
the telephone extensions at that particular time. 

Mr. Putnam. I have gone into the question of the strike situation 
there, which I believe has been very detrimental to the telephone 
service in the Twin Cities. The telegraph service has suffered almost 
equally with the telephone service, as far as service conditions are 
concerned ; and although we have no jurisdiction over the telegraph 
service, we receive very many complaints because of the delay in 
the delivery of telegrams. 

TVIr. Steenerson. That is since the Government control? 

Mr. Putnam, Since the Government control. Early in November 
the Northwestern* Telephone Exchange Co. and the Tri-State Tele- 
phone & Telegraph Co. filed applications with our commission seek- 
ing an increase in their exchange rates and toll rates. One of the 
items contended for — — 

Mr. Bamseter. What year was that? 

Mr< Putnam. This last November. One of the items contended 
for by the companies for their increase in rates was the allowance 
of a 6 per cent on their plant value for their depreciation reserve 
account. The records of the Northwestern Telephone Exchange Co., 
as presented to our commission, and a copy of those exhibits I have 
with me, show that during 16 years prior to September, 1918, the 
average charge to depreciation reserve was approximately 3.5 per 
cent of the book value of the plant. 

Mr. Madden. They were aslring 6? 

Mr. Putnam.' They were asking 6. Of the amount so appropriated 
to the depreciation reserve, 81 per cent of the amount so charged 
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to the depreciation reserve had been used by the company in replac- 
ing portions of the plant. At the time of this hearing the company 
had on hand in its depreciation reserve account $3,653,718, which 
was 12.6 per cent of the plant value. This record would indicate 
that 3.5 per cent was a sufficient allowance for the depreciation re- 
serve on the •Northwestern properties. I wish to call this commit- 
tee's attention to the fact tnat from the best information that we 
can obtain, Mr. Burleson has, in his contract with the Bell system, 
which included the Northwestern Telephone Exchange Co., for the 
State of Minnesota, allowed a depreciation reserve of 5.72 per cent. 

The Chairman. You are reading from a prepared document on 
this subject, and you say from the best information you can get 
about it: We are not here to hear what your best information is 
about those things; we want to know what you know about it your- 
self. 

Mr. Putnam. I am stating here what is told to me. 

Mr. Steenerson. It seems to me the committee is very anxious 
to know. 

(After discussion by the committee.) 

Mr. Putnam. This would mean an increaseof 2.22 per cent in the 
one item of depreciation reserve of the Northwestern properties 
alone. The Northwestern properties amount to $30,000,000, and that 
means on the Northwestern Exchange Properties, that by the allow- 
ance of a depreciation reserve in the contract given this company by 
Mr. Burleson, it increases the charge to the people of the State of 
Minnesota of half a million dollars. 

Mr. Atres. How much allowance had the commission allowed 
this company before ? 

Mr. Putnam. That problem has never been before the commission 
for its decision. 

Mr. AYttEs. Was it ever before it? 

Mr. Putnam. The company formerly set aside an average of 3.5 
per cent, covering a period of 16 years, and at the present time they 
have over 12 per cent of the book value of their property in their 
reserve fund. Upon those figures the commission found in that case 
that 3.5 per cent was a sufficient reserve for their properties. This in- ' 
crease of 2.22 per cent upon the plant value of the Northwestern 
Co. amounts to half a million dollars. 

Mr. Black. Will you pardon me just on that joint : Do you not think 
that some consideration ought to be given to business concerns now in 
the matter of setting aside reserves on account of the unusually high 
cost of construction! 

Mr. Putnam. No. That will take care of itself as replacements are 
made and the capital account is increased. If you increase your de- 
preciation reserve over and above the amount necessary to replace the 
property when it is worn out, so that it would be increasing the capi- 
tal of the concern, then the earnings would have to be increased. 

Mr. Black. I just wanted the argument on that point. 

Mr. Putnam. The most economical way out of the position in 
which Mr. Burleson has placed the Government is to return thfe com- 
panies at the earliest possible moment. If the same contract is 
entered into with the other companies in Minnesota., and a like in- 
crease allowed for depreciation reserve, it will mean practically 
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$1,000,000 per annum increase in expenses to the Government in the 
one item of depreciation in the State of Minnesota. The people of 
the State of Minnesota strongly object to paying said $1,000,000 per 
annum for the purpose of carrying on an experiment in Government 
ownership. 

The third proposition that the Government has undertaken, which 
has caused a great stir among the public, is the toll rates which are 
supposed to go in effect to-day. During the hearing on the applica- 
tion of the Northwestern Telephone Exchange Co. and the Tri-State 
Telephone & Telegraph Co., which applications were made to our 
commission with the approval and at the direction of Mr. Burleson, 
in each application the telephone companies were seeking an increase 
of 25 per cent in their toll rates. The announcement was made from 
Washington, through the press, that Mr. Burleson was going to put 
into effect, as a Nation-wide schedule, the toll rates that would result 
in a reduction of the toll rates throughout the entire country. In other 
words, he was before us asking for an increase in the toll rates and at 
the same time issued a statement that he was going to reduce the toll 
rates by his own order. Mr. Burleson has previously stated he wanted 
the corporation of State commissions and yet in the installation charge, 
in handling the contract situation and in the toll rates, no word was 
sent to the Minnesota commission asking for their advice or allowing 
them an opportunity to be heard ; and so far as the Minnesota com- 
mission is informed the only parties given a hearing were the tele- 
phone companies themselves. The general public and the telephone • 
subscribers were completely ignored. 

Cooperation applies with a reciprocal action toward a common 
purpose. The State commissions were not given an opportunity to 
cooperate. The Minnesota commission has been engaged in a study 
of telephone matters for three and a half years. Other commission^, 
have been studying the question, especially from the public point of 
view, much longer. And it would seem that they were in a posi- 
tion to materially aid the Federal Government. But no ; Mr. Burle- 
son relied upon his close associates only, and outside of the represen- 
tatives of tne telephone companies I am not informed as to their 
experience in telephone matters. 

In regard to telephone rates, in view of the newspaper story of. 
reduced rates, the commission waited with a good deal of interest 
for the Official Bulletin. Upon receipt of the same, a study of how 
the rates would affect the Minnesota rates was made, and I have a 
copy of the same here, which I wish to be made a part of the record. 
Here is a study that is prepared by Mr. Howlett, supervisor of the 
telephones of our commission. I wish simply to call attention to a 
few things in it. 

Mr. Madden. I would like to know what decrease of the rates has 
resulted from that? 

Mr. Putnam. The general result is an increase in rates. 

The Chairman. Let the paper speak for itself, if you have a paper 

there. ''■''''. 

Mr. Eamsex-ek. He is answering questions asked him by members 

of the committee. 

Mr. Putnam. I would like to call attention to one or two things 
in this schedule. 

Mr. Steenerson. Point out what the rate changes are. 
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Mr. Putnam* The present schedule of toll rates in the State of 
Minnesota and in practically every State in the Union is based upon 
what is called a person-to-person schedule. That is, you go to call a 
party over the long-distance telephone and you ask to speak to the 
party. Under Mr. Burleson's order, he places into effect what is 
known as a station-to-station rate, which, when you go to the tele- 
phone, you ask for Mr. Jones's telephone, and if you get Mr. Jones's 
telephone you pay for the service, whether Mr. Jones is there or not. 
So that in comparing these schedules, the only just comparison to 
make is between the person-to-person schedule of Mr. Burleson and 
the present schedule, which is person-to-person. 

Mr, Ramseyer. I think you said the person-to-person schedule ; you 
meant the station-to-station schedule? 

Mr. Putnam. No; the person-to-person schedule. Mr. Burleson's 
order includes two orders, one station to station and the other person 
to person. 

Mr. Black. But isn't there a third? 

Mr. Putnam. There is a provision for an appointment service. 

Mr. Black. That is what I thought — still a third. 

The Chairman. Isn't it true everywhere that you call for the ex- 
change and then for the person ? 

Mr. Putnam. Not on a strictly long-distance service, as I under- 
stand it. You call for the person you wish to talk to ; at least that is 
the practice in Minnesota, and, as I understand, it is the general 
practice. 
• Mr. Steenerson. If the person is not there, you pay anyway? 

Mr. Putnam. If the person is not there, under the station-to-station 
schedule you pay anyway. In the person-to-person schedules under > 
Mr. Burleson's regulations you pay 25 per cent of the fee if you fail 
to get the person. 

Mr. Madden. The station-to-station communication does not guar- 
antee communication with the person? 

Mr. Putnam. No, sir. 

Mr. Madden, But you have to pay? 

Mr. PtrrNAM. You have to pay anyhow. 

Mr. Madden. And the person-to-person is 25 per cent higher than 
it was before? 

Mr. Putnam. Than the station-to-station schedule; that is, the 
present station-to-station schedule. 

Mr. Beakes. The station-to-station schedule is less than the person- 
to-person schedule? 

Mr. Putnam. The person-to-person schedule is based upon the 
station-to-station schedule. 

Mr. Beakes. I mean, is the Post Office Department's station-to-sta- 
tion schedule less than the present or past person-to-person schedule ? 

Mr. Putnam. It is in some instances and not in other instances. 
For longer distances, I believe, it is not. Our comparison is built up 
largely on the person-to-person schedule, because of the fact those are 
equal services. The station-to-station schedule is an inferior service, 
and a comparison can not be justly made. 

Mr. Bamseter. Before the Government took these telephones over . 
did you in Minnesota have any other except the person-to-person 
service ? 

Mr. Putnam. No, sir. 
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Mr. Madden. They did not have any place, did they? 

Mr. Putnam. I do not know whether there was such a service ift 
effect, except very short distances between big centers. I say we did 
not have the station-to-station service. Between St. Paul and Minne- 
apolis we have practically a station-to-station service; you have a 
10-cent charge and you simply call the station number. If you get. 
the number and the party is not there you pay the 10 cents. 

Attached to this, Exhibit No. 1 is a copy of Telephone Bulletin No. 
22, being Mr. Burleson's order 2495. No. 2 is the schedule now gen- 
erally in effect in Minnesota, called the "standard" schedule. No. 3 
shows the one-minute rates for distances under 40 miles. In Minne- 
sota we have what is known as a one-minute schedule, which goes to 
the outlying points in the States ; it is a schedule which has in the past 
been used a great deal by commission men and grain men and similar 
lines of business in the Twin Cities. 

Under Mr. Burleson's order that schedule would be abolished and 
it would mean a very marked increase in rates. 

Mr. Steenerson. What is the difference in any one place? 

Mr. Putnam. A three-minute schedule. 

Mr. Steenerson. What is the difference in price? 

Mr. Putnam. The difference in price is shown-- — 

Mr. Steenerson. Three times? 

Mr. Putnam. In some places it is. We have a large number of ex- 
hibits here, and anybody who desires to make a thorough study of it 
will find it is really interesting reading. The present Minnesota 
rate on 256-mile distances, which is Crookston from the Twin Cities, 
is 80 cents for one minute and 65 cents for each additional minute. 
The proposed Government schedule is $2.75 for three minutes. 

Mr. Ames. How often do you get a message through in threfe 
minutes? 

Mr. Steenerson. That simply means conversation. 

Mr. Putnam. That schedule has been used very successfully in 
the State of Minnesota, and the business people use it. 

Mr. Ayres. A one-minute message usually means three minutes 
before vou complete it. You start out with the idea of one minute 
and before you get through it is three minutes. 

Mr. Putnam. The commission house and grain men, they use that 
one-minute schedule quite extensively in the State of Minnesota. 

Mr. Black. Eight on that point : Do you think they have misused 
it to the detriment of the rest of the public ? 

Mr. Putnam. I, have not heard any such complaint; I have never 
heard the telephone companies make any such complaint. 

Mr. Steenerson. Can you state generally what the increases are 
between Minnesota rates and the rates proposed to be put in effect 
to-day? This table shows it, does it ? . * 

Mr. Putnam. The table shows individual rates for different dis- 
tances. 

Mr. Beakes. Some distances are cheaper and some the other way? 

Mr. Putnam. The Government rate is higher in all instances 
where you get over a distance of 32 miles. The Government rate 
is in excess of the present State rate in all instances over 32 miles. . 

Mr. Beakes. That is the person-to-person rate, you mean ? 

Mr. Putnam. The person-to-person rate, compared with the rate 
iii our present service, which is a person-to-person rate. Under that 
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the Government rate is less in some instances for the same distances. 
But the general result in the judgment of the commission will be an 
increased cost to the general public of not less than 20 per cent, and 
in some of these regulations, in the use of the station-to-station serv- 
ice, in times where you do not get the party, it may bring the actual 
cost to the public as high as 40 to 50 per cent. That is my personal 
judgment. 

Mr. Steenerson. In excess of the present rates? 

Mr. Putnam. In excess of the present rates. 

Mr, Ayrbs. Suppose the Government should turn back those 

phones 

. Mr. Putnam. Here is a rate for more than 104 miles and not over 
105 miles. The station-to-station toll rate under the Government 
schedule is 75 cents for three minutes and 25 cents for each addi- 
tional minute. The person-to-person toll rate is 90 cents for three 
minutes and 30 cents for each additional minute. The Minnesota 
toll rate, which is a person-to-person rate, is 55 cents for two minutes 
and 20 cents for each additional minute, which means a three-minute 
call would be 75 cents. 

The Chairman. How much difference is that ? 

Mr. Putnam. In the person-to-person rate there is a difference of 
35 cents on the shorter talkiixg period. 

Mr. Beakes. What is the difference using the station-to-station 
rate? 

Mr. Ayres. Suppose those telephones should be turned back to pri- 
vate owners immediately; do you think the companies would call 
upon the Minnesota commission or the different otate commissions 
for permission to increase their rates in order to meet the necessary 
high costs of operation of the phones ? 

Mr. Putnam. I expect that if the commission's jurisdiction is 
continued, we will have numerous telephone rate cases in the next 
six months. 

' The Chairman. Have what? 

_ Mr. Putnam. Numerous rate cases on the part. of the telephone 
companies. 

Mr. Ayres. In other words, you would be placed in the same posi- 
tion of raising rates, or rather permitting rates to be raised, in order ; 
to meet the high expenses. of operating these plants, just the same as 
the Government is doing at this particular time ? 

Mr. Putnam, But under private operation the expense of operat- . 
ing the plants will not be as great as it will be under Government 
operation, and the. rates would not be as high. 

Mr., Atrb&. WHy wouldn't they be as high % 

Mr. Putnam. In the first place, the Government makes a contract 
tp pay half a million, dollars on the 'Northwestern property alone; 
in.;ttia second . place, the wage increases will be, greater under Gov- 
emjmant. control th^nt under private ownership. 

Mr* Ayhb% The w&ge increase will be greater ? 

$Lr> Putnam. The wage increase will be greater under Government 
cbntrol than under private ownership. 

..My* Houanp. And the probability is you will have more em- 
ployees b&da the same amount of service ; is not that trine % 

'-Mi* PtrrvAM. A greater number of employees to do the setae; 
amount of work and pay a higher rate per employee. Now, myself 
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and Mr. Hart would be glad to. call yor attention to these various 
schedules and emphasize the facts as shown by them. 

Mr. Black. How many pages are there to that? It occurred to 
me that gome of it might not be necessary and only a portion of it 
would illuminate the point. I have not any particular objection to 
putting it all in. 

Mr. Madden. I think it would be a good thing to put it all in the 
record. 

Mr. Putnam. There are 17 pages, sir. 

Mr. Ramseter. Who is this fellow who prepared that particular 
kind of study ? 

Mr. Putnam. He is the supervisor of the telephone branch of the 
commission and has been with the Belt system for years. 

Mr. Ramseter. You regard him as a first-class authority? 

Mr. Putnam. I regard him as a first-class authority, and I believe 
he is recognized by the telephone men as such. 

(The comparison offered by Mr. Putnam is as follows:) 

Minnesota Railroad and Warehouse Commission, 

St. Paul, Minn., January 9, 1919. 

Bailboad and Warehouse Commission, 

St. Paul, Minn. 

Gentlemen: Pursuant to your request, following is a statement relative to' 
the long-distance telephone rates proposed by Postmaster. General Burleson, to 
become effective January 21, 1919, and the effect those rates will have with 
reference to the rates now in effect in Minnesota. 

The Postmaster General proposes two schedules of rates for long-distance 
telephone service. The basic schedule is termed a station-to-station schedule, 
the service under which might be defined by the following conditions : 

Calls under the station-to-station schedule would specify the telephone sta- 
tion called either by telephone number or by the name of the subscriber of the 
called station. This service is ordinarily known as two-number service and 
does not guarantee communication with any particular person, and the patron 
pays for the call even though communication may not be had with the particu- 
lar person desired. 

The second schedule is called a person-to-person schedule and is what is 
generally known as particular-party service. The rates under this schedule are 
approximately 25 per cent higher than those under the station-to-station sched- 
ule, using the station-to-station schedule as a basis. Under this schedule com- 
munication may be had between specified persons, and the service is the same 
as the service furnished under our present Minnesota schedules. Under, the 
proposed person-to-person schedule, orders will be accepted only under the con- 
dition that a limited charge (to be known as report charge) will be made in 
the following cases, where it is impossible to establish communication between 
particular persons: 

1. When the order is to establish communication with a particular person in 
a given city; telephone address unknown, and the particular person can not 
be secured within one hour < exclusive of any time during which " no circuits ■• 
or other cause prevent communication of the order to the distant city or ex : 
change, or its completion). 

2. When the designated person called refuses to talk* . . 

8. When the report is returned that the designated person called is "out" 
or "out and will return at specified time," or "out and time of return un- 
known," "is absent from the city,*' and similar reports* ad vising, the calling 
subscriber of the facts ascertained when failure to coihplete the order is due 
solely to the circumstances of the called person or default in describing the 
location of the called person, and when all of the work preliminary to estab- 
lishing communication with the called person is done. ; 

4. When communication between the designated persons can not be estab- 
lished because the designated' person jat the calling station is absent at the 
calling station, providing that no charge shall be made in such cases where 
the delay, if any, in establishing connection is greater than one hour; 
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5. When the designated person at the calling station refuses to talk when the 
facilities for communication have been established. 

It will be noted that under the above conditions that where the station-tq- 
station schedule is used that the person originating the call pays for service 
whether or not he talks to the particular person desired, and that where he 
requests service to a particular person under the person-to-person schedule that 
unless communication is immediately established, and also under other condi- 
tions, that although communication may not be had, a report charge is made, 
which is approximately 25 per cent of the initial rate under the station-to- 
station schedule. In no case will this report charge be less than 10 cents or 
more than $2, as will be shown on an exhibit attached. 

Under the proposed schedules where a person desires to make an appoint- 
ment call, he must pay for this service approximately 50 per cent in addition to 
the charges under the station-to-station schedules, an appointment call being 
one where the calling party requests communication with the distant party at 
some specified hour of the day. 

Under the present Minnesota schedule,, no so-called report changes are re? 
quired, nor are additional charges made for appointment calls. 

In order to more clearly illustrate the difference between the rates now in 
effect in Minnesota and the rates proposed by the Government, as well as the 
effect the proposed rates will have, I attach hereto 11 exhibits. 

Exhibit No. 1 l is a copy of Telephone Bulletin No. 22, being Postmaster Gen- 
eral Burleson's order No. 2495, dated at Washington, December 13, 1918, and is 
the order under which the proposed rates are computed, and which are to be- 
come effective January 21, 1919. 

Exhibit No. 2 is the schedule now generally in effect in Minnesota, and what 
is generally termed the " standard " schedule, the rates up to a distance of 22 
miles being based on an initial talking period of three minutes, and upon an 
initial talking period of two minutes for all distances beyond 22 miles. 

- Exhibit No. 3 is a schedule of rates now In effect in Minnesota based upon an 
initial talking period of one minute, there being no " one-minute " rates for dis- 
tances under 40 miles. Although there are but approximately 2,400 one-minute 
rates quoted in Minnesota as compared with a total of something over 2,000,000 
rates in the State, these rates are in effect between important towns in the 
State of considerable distance where there is a large volume of business, and 
between numerous points from 40 to 60 miles distant where traffic is usually 
quite heavy. The one-minute schedule permits persons at distances greater than 
the average haul to obtain telephone communication at a low minimum rate, 
and it will be shown on another exhibit that if the proposed Government rates 
become effective that the minimum charge for long-distance telephone service 
between such towns as now enjoy the one-minute schedule will be very greatly 
increased. 

- Exhibit No. 4 shows the proposed Government station-to-station schedule for 
distances up to 904 miles and is computed from the information contained in 
Exhibit No. 1. 

Exhibit No. 5 shows the proposed Government person-to-person schedule for 
distances up to 304 miles and is computed from the information contained in 
Exhibit No. 1. 

Exhibit No. 6 is a schedule of computed proposed Government rates for 
person-to-person, appointment, and messenger toll calls, and is taken from Ex- 
hibit No, 1. This exhibit shows the minimum charges to be made for person-to- 
person service as compared with the basic station-to-station charge; also the 
charge for completed appointment and messenger-rate service, as well as the 
report charge: made under the person-to*person schedule and referred to above. 

Exhibit No. 7 is a comparative statement for distances up to 152 miles of the 
present Minesota two and three minute , rates, now generally in effect in Min- 
nesota, and the proposed Government schedules for station-to-station and 
person-to-person service. 

Exhibit No. 8 is a comparative statement for distances up tp 152 miles as 
between the one-minute toll rates now in effect in Minnesota and the, proposed 
Government schedules for station-to-stHtion and person-to-person schedule. 
; Exhibit No. 9 is a comparative statement of computed charges for conversa- 
tions from* one to eight minutes' duration for distances up to 145 miles as be- 
tween the two-minute rates shown on Exhibit No. 2, and which, are generally 
to use In Minnesota, and the proposed person-to-person Government schedule,: 



*Not attached. 
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The proposed person- to-per son schedule is used for this comparison for the 
reason that all long distance communications in Minnesota to-day are on the 
Iierson-to-person basis. If u comparison were made between our present 
Minnesota rates which provides for person-to-person service and the proposed 
Government station-to-station schedule, we would find that for all lengths of 
communications and for distances up to 32 miles that the charges for the 
service under the proposed schedule would be less than under our present 
schedule: that for communication of two m lutes' duration and for distances 
greater than 32 miles, that the charge under the proposed schedule is either 
the same or from 5 to 20 cents greater per call, and that for communications 
of three minutes or more duration, and for distances greater than 32 miles, 
that the charge under the proposed station-to-station schedule will be occa- 
sionally the same, but generally less. It is, however, unreasonable to consider 
a comparison on this basis, for the reason that station-to-station service is not 
generally used except for very short distances and where the rate is not 
greater than 10 cents. It must also be remembered that where the patron 
specifies service under this schedule he pays for the message, even though he 
may not communicate with the particular person desired. The public may, 
after a considerable length of time, learn a number of tricks which will enable 
it to take some advantage of the station-to-station schedule, but even then since 
the measurement of the duration of a station-to-station message begins at the 
moment when telephonic communication is established between the called an<} 
the calling stations (the term " station " under this schedule being defined to in- 
clude a private branch exchange switchboard operator, in those cases where 
private branch exchange systems are involved in station-to-station service), 
the period consumed for which the charge will be made will probably in a 
majority of the cases be so long as to make the charge greater than it would 
be under the person-to-person schedule. 

Keferring to Exhibit No. 9, we find that for communications of from one to 
two minutes' duration and for distances up to 24 miles that the charges under 
the proposed schedule is either the same or a trifle less than the charges under 
our present rates; that for communications longer than two minutes and for 
distances up to 32 miles the charges under the proposed rates are either the 
same or a trifle less ; and that for communications of from one to two minutes 
and for distances greater than 24 miles, also for communications of more than 
two minutes and for distances greater than 32 miles, the charges under the 
proposed rates are in all cases considerably higher than the charges under our 
present schedule. 

Exhibit No. 10 is a statement of computed charges for conversations of from 
one to five minutes' duration, showing the effect of the proposed person-to- 
person schedule as applied to certain Minnesota towns where the two-minute 
rate is now in effect. This exhibit, I believe, Is self-explanatory and shows 
that in general charges under the proposed rates will be considerably higher 
than under the present rates. In the preparation of this exhibit consideration 
was not given to size or importance of communities, but towns were selected to 
show as wide a range in rates as possible for the limited space. 

Exhibit No. 11 is a statement of the computed charges for conversations of 
one minute to four minutes' duration, showing the effect of the proposed person- 
to-person schedule as* applied to certain Minnesota points where a one-minute 
rate is now in effect. This schedule, I believe, is self-explanatory, and more 
particularly shows that the minimum charge for service under the proposed 
schedule is greatly in excess of the minimum charge for service under our 
present schedules. In this exhibit no consideration was given to the importance 
or size of the towns listed, but rather to show as large a range as possible in 
the rates for the limited space provided.. 

Respectfully submitted. 

t ' • « ' • . J. W. HOWATT, 

Supervisor of Telephone*. 
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Exhibit No. 2. 

Minnesota two and three minute toll-rate schedule. 
[Filed July 1, 1915, and now in effect.] 
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305-315 


1.60 


2 


.75 


475-485 


2.45 


2 


1.15 


. 145-155 


.80 


2 


.35 


315-325 


1.65 


2 


.75 


485-495 


2.50 


2 


1.20 


155-165 


.85 


2 


.35 


325-335 


1.70 


2 


.80 


495-505 


2.65 


2 


1.20 


165-175 


.90 


2 


.40 


335-345 


1.75 


2 


.80 











Minnesota Railroad and Warehouse Commission, 

St. Paul, Minn., January 15, 1919. 

4 

Exhibit No. 3. 

Minnesota one-minute toll-rate schedule. 
[Filed July 1, 1915, and now in effect.} 







Ini- 


Each 






Ini- 


Each 






Ini- 


Each 


Miles. 


Rate. 


tial 
nod. 


addi- 
tional 
minute. 


Miles. 


Rate. 


Itial 

pe- 

nod.. 

Min. 


addi- 
tional 
minute. 


Miles. 


Rate. 


tial 
nod. 


addi- 
tional 
minute. 






Min 














Min. 




40-65 


80.25 




10.15 


195-215 


.65 




.50 


355-375 


1.05 




.90 


65-80 


.30 




.20 


215-235 


.70 




.55 


375-395 


1.10 




.95 


80-95 


.35 




20 


235-255 


.75 




.eo 


395-415 


1.15 




1.00 


95-115 


.40 




25 


255-275 


.80 




.66 


415-435 


1.20 




1.05 


115-135 


.45 




.30 


275-295 


.85 




- .70 


435-455 


1.25 




1.10 


135-155 


.50 




.35 


295-315 


.90 




.75 


455-475 


1.30 




1.15 


155-175 


.55 




..40 


315=335 


.95 




.80 


475-495 


1.35 




1.30 


' 175-195 


.to 

'1 T 




.45 


335-355 


1.00 




.85 

i 











Minnesota Railboad and Warehouse Commission, 
St. Paul, Minn., January 15, 1919. 
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Exhibit No. 4. 
Proposed Government toll rates, station to station. 



For distances- 


Initial rate and 
period. 


Overtime rate ; 
and period. 


For distances- 


Initial rate and 
period. 


Overtime rate 
and period. 


More 
than— 


Not 
more 


• 
Rate. 


• 

Period. 


! Each 
Rate, i addi- 


More 
than— 


Not 
more 


Rate. 


Period. 


Rate. 


Each 
addi- 


than— 





1 


_ . 


tlonal— 


than— 








tional— 


• Miles. 


Miles. 


Min. 


Min. 


Miles. 


Miles. 




Min. 




Min. 


0, 


6 


$0.05 


5 


$0.05 ! 5 


152 


160 


1.05 


8 


10.35 




6 


12 


.10 


5 


.05 


3 


160 


168 


1.10 


3 


.35 




12 


18 


.15 


5 


.05 


2 


168 


176 


1.15 


3 


.35 




18 


24 


.20 


5 


.05 


2 


176 


184 


1.20 


3 


.40 


% 


24 


32 


.25 


5 


.05 




184 


192 


1.25 


3 


.40 




32 


40 


.30 


3 


.10 




192 


200 


1.30 


. 3 


.40. 




40 


48 


.35 


3 


.10 


» 1 


200 


208 


1.35 


8 


.45 




48 


56 


.40 


3 


.10 i 1 


208 


216 


1.40 


3 


.45 




56 


64 


.45 


3 


.15 1 1 


216 


224 


1.45 


3 


.45 




64 


72 


.50 


3 


.15 1 


224 


232 


1.50 


3 


.50 




72 


80 


.55 


3 


.15 




232 


240 


1.55 


3 


.50 




80 


88 


.60 


3 


.20 




240 


248 


1.60 


8 


.50 




88 


96 


.65 


3 


.20 




248 


256 


1.65 


3 


.55 




96 


104 


.70 


3 


.20' 




256 


264 


1.70 


3 


.55 




104 


112 


.75 


3 


.25 




264 


272 


1.75 


3 


.55 




112 


120 


.80 


3 


.25 




272 


280 


1.80 


3 


.60 




120 


128 


.85 


3 


.25 




280 


288 


1.85 


3 


.60 




128 


136 


.90 


3 


.30 




288 


296 


1.90 


3 


.60 




136 


144 


.95 


3 


.30 




296 


304 


M.95 


•3 


a. 65 


,:« J 


144 


152 


1.00 


3 


.30 

















1 And thereafter increasing in 5 cent steps. 
» And thereafter 3 minutes for all rates. 

* And thereafter one-third the initial rate to the nearest .multiple of 5 cents, but not more than one-third 
the initial rate. 
< And thereafter 1 minute overtime for all rates. 

Minnesota Railroad and Warehouse Commission, 
St. Paul, Minn., Jan. 15, 1919. 

Exhibit No. 5. 







Proposed Government toll rates, \ 


person 


to person. 




- 


"For distances- 


Initial rate and 
period. 


Overtime rate 
and period. 


For distances — 


Initial rate and 
period. 


Overtime rate 
and period. 


More 
than— 


Not 
more 


Rate. 


Period. 


Rate. 


Each 
addi- 


More 
than— 


1 

Not 
more 


Rate. 


Period. 


Rate. 


Each 
addi- 


than— 






* 


tional — 


than— 








tional— 


Miles. 


Miles. 




Min. 




Min. 


Miles. 


Miles. 




• 

Min. 




Min. 


10 


16 

U2 

18 










152 
160 
168 


160 
168 
176 


11.30 
1.35 
1.40 


3 
3 
8 


80.40 
.45 
.45 




16 










» * 


12 


80.20 


3 


10.05 






18 


24 


.25 


3 


.05 




176 


184 


1.50 


8 


.50 




24 


32 


.30 


3 


.10 




184 


192 


1.55 


3 


.50 




32 


40 


.40 


3 


.10 




192 


200 


1.60 


3 


.50 


. « 


40 


48 


.45 


3 


.15 




200 


208 


1.65 


3 


.55 




48 


66 


.50 


3 


.15 




208 


216 


1.75 


3 


.55 


« 


56 


64 


.55 


3 


.15 




216 


224 


1.80 


3 


.60 


' i ' 4 | 


;1 


72 


.60 


3 


.20 




224 


, 232 


1.85 


3 


.60 




80 


.65 


3 


.20 




232 


240 


1.90 


3 


.60, 


• \ » . ^ 


80 


88 


.75 


3 


.25 




240 


248 


2.00 


3 


.65 




88 


96 


.80 


3 


.25 




248 


256 


2.05 


3 


.65 




96 


104 


.85 


8 


.25 




256 


264 


2.10 


3 


.70 




104 


112 


.90 


3 


.30 




264 


272 


2.15 


3 


.70 




112 


120 


1.00 


3 


.30 


1 ■ 


272 


280 


2.25 


3 


.75 




120 


128 


1.05 


3 


.35 




280 


288 


2.30 


3 


.75 




128 


136 


1.10 


3 


.35 




288 


296 


2.35 


3 


.75 




136 


144 


1.15 


3 


.35 




296 


304 


*2.40 


«3 


«.80 


• 1 


144 


152 


1.25 


3 


.40 

















i Not quoted. 

* And thereafter 25 per cent in addition to the station-to-station day rate. When the atation-to-station 
day rate is not evenly divisible by 4, 25 per cent in addition to the station-to-station day rate, computed 
to the next lower multiple of 5 cents. 

' And thereafter 3 minutes for all rates. 

« Overtime approximately one-third of initial period rate and not more than one-third. 

» And thereafter 1 minute for all overtime. 

Minnesota Railroad and Warehouse Commission, 

St. Paul, Minn., January IS, 1919. 
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Exhibit No. 6. 

Schedule of computed proposed Government rates for person to person, appoint- 
ment, and messenger toll calls. 



When the 


The com- 
pleted 
person-to- 
person 

rate is— . 


The com- 
pleted ap- 




station-to- 


pointment 


The report 


station day 


and mes- 


charge is— 


rate is— 


senger rate 
is— 




10.05 


.( l ) : 


< l ) 


< 1 } 


.10: 

.15. 


$0.20 


$0.25 


so. 10 


.20 


.25 


.30 


.10 


.25 


.80 


.35 


.10 


.30 


, .40 . 


.45 


i.10. 


.35 


.45 


.50 


.10 


.40 


.50 


.60 


.10 


.45 


.55 


.65 


.15 


.50 


.60 


• 75. 


.15 


.55 


.65 


.80 


.15 


.60 


.75 


.90 


.15 


.65 


.80 


.95 


.20 


.70 


.85 


1.05 


.20 


.75 


.90 


1.10 


.20 


.80 


1.00 


1.20 


.20 


.85 


1.05 


1.25 


.25 


.90 


1.10 


1.35 


.25 


.95 


1.15 


1.40 


.25 


1.00 


1.25 


1.50 


.25 


1.05 


1.30 


1.55 


.30 


1,10 


1.35 


1.65 


.30 


1.15 


1.40 


1.70 


.30 


1.20 


1.50 


1.80 


.30 


1.25 


1.55 


1.85 


.35 


1.30 


1.60 


1.95 


.85 


1.35 


1.65 


2.00 


.35 


1.40 


1.75 


2.10 


,35 


1.45 


1.80 


2.15 


.40 


1.50 


1.85 


2.25 


.40 


1.55 


1.90 


2.30 


.40 


1.60 


2.00 


2.40 


.40 


1.65 


2.05 


2.45 


.45 


1.70 


2.10 


2.55 


.45 


1-75, . 


2.15 


2.60 


.45 


1.80 


2.25 


2.70 


.45 


1.85 


2.30 


2.75 


.50 


1.90 


2.35 


2.85 


.50 


1.95 


2.40 


2.90 


.50 


•2.00 


•2.50 


.43.00 


• .50 



» Not quoted. 

• Thereafter increasing in 5-cent steps. 

• Thereafter 25 per cent in addition to the station-to-station day rate. When the station-to-station day 
rate is hot evenly divisible by 4, 25 per cent in addition to the station-to-station day rate computed to the 
next lower multiple of 5 cents. 

'Thereafter 50 per cent In addition to the station-to-station day rate. When the station-to-station day 
rate is not evenly divisible by 2, 50 per cent in addition to the station-to-station day rate computed to the 
next lower multiple of 5 cents. 

• Thereafter one-fourth the station-to-station day rate. When the station-to-station day rate is not evenly 
divisible by 4, one-fourth the station-to-station day rate computed to the next higher, multiple of 5 cents, 
but no report charge will exceed 92>. 

Note.— Under present Minnesota rates, no additional charges are made for person-to-person or appoint- 
ment call*. 



. ' • . i. 
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Exhibit No. 7, 

Comparative statement of present Minnesota toll rates and proposed Gotrar*- 

ment toll rates. 



For dis- 
tances— 




Government toll rates. 


• 


• 


Minnesota toll rates. 




■ 


Station to station. 


Person to person. 






t 


: 

i 


• 




• 


"8 






■ 


•8 


i 


i 


1 


■8 


& 


• 


1 


■8 




i 


I 


1 




1 


§ 


■8 


§ 


§ 


■8- 


i 


§ 


1 


i 
1 

> 
o 


« 


5* 

§ 


S 


P>4 

I 


a 


% 

o 


o 


-3 

3 


3 

a 


•** 

! 

o 


! 

o 


3 
2 

3 


-3 
2 

3 


O 


Miles. 


Jfifes. 




Mins. 








Mins. 


i 


Mins. 




Mins. 




Mint. 





6 


.05 


5 


.05 


5- 


M 


V) 


W 


( l ) 


.15 


3 


.05 




6 


12 


.10 


5 


.05 


3 


0) 


h) 


( J i 


.0) 


.15 


3 


.05 




12 


17 


.15 


5 


.05 


2 


.20 


3 


.05 




.20 


3 


.05 




17 


18 


.15 


5 


.05 


2 


.20 


3 


.05 




.25 


3 


.05 




18 


22 


.20 


5 


.05 


2 


.25 


3 


.05 




.25 


3 


.05 




22 


24 


.25 


5 


.05 


2 


.25 


3 


.05 




.25 


2 


.10 




24 


32 


.25 


5 


.05 




.30 


3 


.10 


* \ 


. .25 


2 


.10 




32 


40 


.30 


3 


.10 




.40 


3 


.10 




.25 


2 


.10 




40 


48 


.35 


3 


.10 




.45 


3 


.13 




.30 


2 


.10 




48 


55 


.40 


3 


.10 




.50 


3 


.13 




.30 


2 


.10 




55 


56 


.40 


3 


.10 




.50 


3 


.15 




.35 


2 


.10 




56 


64 


.45 


3 


.15 




.55 


3 


.15 




.35 


2 


.10 




64 


65 


.50 


3 


.15 




.60 


3 


.20 




.35 


2 


.10 




65 


72 


.50 


3 


.15 




.60 


3 


.20 




.40 


2 


.15 




72 


75 


.55 


3 


.15 




.65 


3 


.20 




.40 


2 


.15 




75 


. 80 


.55 


3 


.15 




.65 


3 


.20 




.45 


2 


.15 




80 


85 


.60 


3 


.20 




.75 


3 


.25 




.45 


2 


.15 




85 


88 


.60 


3 


.20 




.75 


3 


.25 




.50 


2 


.20 




88 


95 


.65 


3 


.20 




.80 


3 


.25 




.50 


2 


.20 




95 


96 


.65 


3 


.20 




.80 


3 


.25 




.55 


2 


.20 




96 


104 


.70 


3 


.20 




.85 


3 


.25 


1 


.55 


•2 


.20 




104 


105 


.75 


3 


.25 




.93 


3 


.30 




.55 


2 


.20 




105 


112 


.75 


3 


.25 


* ■ 


.90 


3 


.30 




.60 


2 


.25 




112 


115 


.80 


3 


.25 


i 1 


1.00 


3 


.30' 




.60 


2 


.25 


i 


115 


120 


.80 


3 


.25 




1.00 


3 


.30 




.65 


2 


.25 




120 


125 


.85 


3 


.25 




1.05 


. 3 


.35 




.65 


2 


.25 




125 


128 


.85 


3 


.25 


f 1 
1 •* 


1.05 


3 


.35 




.70 


2 


.30 




128 


135 


.93 


3 


.30 


1 1 


1.10 


a 


.35 




.70 


2 


.30 




135 


136 


.93 


3 


. .30 




1.10 


3 


.35 




.75 


2 


.30 




136 


144 


.95 


3 


.30 




1.15 


3 


.35 




.75 


2 


.30 




144 


145 


1.00 


3 


.30 




1.25 


3 


.40' 




.75 


2 


.30 




145 


152 


1.00 


3 


.30 




1.25 


3 


.40 




.80 


2 


.35 


.1 • 



» Not quoted. ....:". • 

Note.— .05-5 .-05 indicates a rate ot .05 for initial pencd oX 3 minutes, and 10.05 for each overtime period 
specified. 
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i 
Exhibit No. 8. 

tfamparatire statement of present Minnesota 1 minute toll rates and proposed 

Government toll rates. 



For dis- 
tances— 



1 

i 



Miles. 

6 

12 

17 

18 

22 

24 

32 

40 

48 

55 

56 

64 

65 

72 

75 

80 

85 

88 

95 

96 

104 

105 

112 

115 

120 

125 

128 

135 

136 

144 

115 



Miles. 

6 

12 

17 

18 

22 

24 

32 

40 

48 

55 

56 

64 

65 

72 

75 

80 

85 

88 

95 

9C 

104 

105 

112 

115 

120 

125 

128 

135 

136 

144 

145 

152 



Government toll rates. 



'Station to station. 



SO. 05 
.10 
.15 
.15 
.20 
.25 
.25 
.30 
.35 
.40 
.40 
.45 
.50 
.50 
.55 
.55 
.60 
.60 
.65 
.65 
.70 
.75 
.75 
.80 
.80 
.85 
.85 
.90 
.90 
.95 
1.00 
1.00 



• 


8> 


•8 




•c 


U ' 


& 


1 


"3 

*** 




••* 


> 


■fl 


O 


Mlns. 




5 


SO. 05 


5 


.05 


5 


.05 


5 


.05 


5 


.05 


5 


.05 


5 


.05 


3 


.10 


3 


.10 


3 


.10 


3 


.10 


3 


.15 


3 


.15 


3 


.15 


3 


.15 


3 


.15 


3 


.20 


3 


.20 


3 


.20 


3 


.20 


3 


.20 


3 


.25 


3 


.25 


3 


.25 


3 


.25 


3 


.25 


3 


.25 


3 


.30 


3 


.30 


3 


.30 


3 


.30 


3 


.30 



5 
3 
2 
2 
2 



Person to person. 







• 


• 

9 

go 


"8 


1 


3 


-c 


o 


*i 


& 


§ 


p^ 


»^i 


~« 


•P4 




■e 


** 


4-» 


9> 


a 


■■a- 


> 
O 




Mint. 




8 ' 


' ' • 


( l ) 


S0. 20 


3 


t0. 05 


.20 


3 


.05 


.25 


3 


.05 


.25 


3 


.05 


.30 


3 


.10 


.40 


3 


.10 


.45 


3 


.15 


.50 


3 


.15 


.50 


3 


.15 


.55 


3 


.15 


v60 


3 


.20 


.60 


3 


.20 


.65 


3 


.20 


.65 


3 


.20 


.75 


3 


.25 


.75 


3 


.25 


.80 


3 


.25 


.80 


3 


.25 


.85 


3 


.25 


.90 


3 


.30 


.90 


3 


.30 


1.00 


3 


.30 


1.00 


3 


.30 


1.05 


3 


.35 


1.05 


3 


.35 


1.10 


3 


.35 


1.10 


3 


.35 


1.15 


3 


.35 


1.25 


3 


.40 


1.25 


3 


.40 



"8 

"S 
& 



•I 
o 



Mint, 



Minnesota toll rates* 



I 

■8 



tO. 25 
.25 
.25 
.25 
.25 
.30 
.30 
.30 
.35 
.35 
.35 
.40 
.40 
.40 
.40 
.40 
.45 
.45 
.45 
.45 
.50 
.50 
.50 
.50 



■8 

33 



Mint. 



1 Not quoted. 

9 No one minute rates quoted for distances under 40 miles. 
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Exhibit No. 9. 

Comparative statement of computed charges for conversations from one toeigM 
minutes, inclusive, up to 125 miles, as between present toll rates and the 
proposed person-to-person Government schedule. 



Distance (miles). 






0.... 

6 

12... 
17... 
18... 
22... 
24... 
32... 
40..: 
48... 
55... 
56... 
64... 
65... 
72... 
75... 
80... 
85... 
88... 
95... 
96... 
104.. 
105.. 
112.. 
115.. 
120.. 



© 





o 



1 minute. 



i 



610. 

12 • 

17, . 

18 . 

22 . 

24| . 

32 . 

40, . 

48 . 

55 

56 

64| 

65* 

72l 

75' 

80 

85 

88 

95 

96 
104 
105 
112 
115 
120 
125 



a 



9 

> 

O 

O 



1510. 

15 

20 

25 

25 

25 

25 

25 

30 

30 

35 

35 

35 

40 

40 

45 

45 

50 

50 

55 

55 

55 

60 

60 1 

65 1. 

65 1. 



05 
10 
20 
20 
25 
25 
30 
40 
45 
50 
50 
55 
60 
60 
65 
65 
75 
75 
80 
80 
85 
90 
90 
00 
00 
05 



2 minutes. 



10. 



15 
15 
20 
25 
25 
25 
25 
25 
30 
30 
35 
35 
35 
40 
40 
45 
45 
50 
50 
55 
55 
55 
60 
60 
65 
65 



$0.05 
.10 
.20 
.20 
.25 
.25 
.30 
.40 
.45 
.50 
.50 
.55 
.60 
.60 
.65 
.65 
.75 
.75 
.80 
.80 
.85 
.90 
.90 
1.00 
1.00 
1.05 



3 minutes. 



10.15 
.15 
.20 
.25 
.25 
.35 
.35 
.35 
.40 
.40 
.45 
.45 
.45 
.55 
.55 
.60 
.60 
.70 
.70 
.75 
.75 
.75 
.85 
.85 
.90 
.90 



10. 05 SO 

.10 

.20 

.20 

.25 

.25 

.30 

.40 

.45 

.50 

.50 

.55 

.60 

.60 

.65 

.65 

.75 

.75 

.80 

.80 

.85 

.90 

.90 
1.00 
1.00 
1.05 



4 minutes. 5 minutes. 
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1. 
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.30, 



.30 

.35 
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7 minutes! 
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8 minutes. 
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9 

a 
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9 
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to. 10 

.15 
.45 

.45 
.50 
.50 
.55 
.90 
1.20 
1.25 
1.25 
1.30 
1.60 
1/60 
1.65 
1.65 
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2.00 
2.05 
2.05 
2.10 
2.40 
2.40 
2.50 
2.50 
2.80 



Note. — On' distances up to 12 miles the station-to-station rate is quoted on Government 
schedule. Patrons must pay for the message though communication is not had with 
the specified person. , ■ ; 

Railroad and Warehouse Commission, St. Paul, Minn., January 7, 1919. 
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Mr, Randall. I understood you to say that the Government would 
probably pay higher wages than the private companies? 

Mr. Putnam. That is my contention. 

Mr. Randall. Do you think the Government would pay an unrea- 
sonably high salary or wage ? 

Mr. Putnam. I believe that the employees of the telephone com- 
panies will look to the railroad scales for the scales they will demand. 

Mr. Randall. Do you know of any place where the Government is 
paying unreasonably high wages? 

Mr. Putnam. I do; the wages that are being paid to-day in some 
branches of the railroads. And you will find that the trainmen realize 
that some of the men are getting an unjust wage; that is, that your 
trainman who it takes years to make a good expert man are receiving 
less money than some of the employees in the shops, where they can 
become good men in their particular line with a few months' training. 

Mr. Ayres. Do you know of any case in the telephone system where 
the Government at this time is paying too much wages? 

Mr. Putnam. No ; I do not. 

Mr. Ayres. Do you know of any place where they are paying 
enough ? 

Mr. Putnam. I could not answer that question. 

Mr. Ayres. But they are not paying any less, than was paid in 
private control or ownership ? . , 

Mr. Putnam. No; they are not paying any less. In view of these 
facts, it must be borne in mind that the announcement was made— 
that is, announcement by Mr. Burleson, or by # the department of the 
Federal Government— that this was a reduction in telephone rates; 
further — and I believe that Mr. Burleson will admit it— that the 
telephone users of Minnesota were not consulted. We have a large 
number of one and two minute rates, built up and used by many 
jobbing houses and grain dealers and wholesale houses, in the Twin 
Cities and Duluth, for the purpose of keeping in touch with each 
other throughout the State, and they are great economies in the 
operation of their business. No consideration was paid to those busi- 
ness interests in the promulgation of those rates,. and no chance given 
for them to have a hearing. The commission merchants and the 
grain men and wholesalers in Minnesota have expressed themselves 
very emphatically in regard to this matter and, if given an oppor- 
tunity, would be glad to present their claims. 

Mr. Woodyard. Have they presented their request to the Postmas- 
ter General for a hearing? 

Mr. Putnam. They have not directly made that application in this 
instance. I think I have personally, in correspondence with the 
Postmaster General, asked where there are any changes in rates for 
the State of Minnesota that the State commission be given an oppor- 
tunity to present their views in the matter. 

Mr. Woodyard. What was his reply, in substance? 

Mr. Putnam. He has not honored me with a reply , to that particu- 
lar request. 

Mr. Woodyard. In other words, then, there was no reply in sub- 
stance? 

Mr. Putnam. Just in closing my statement this afternoon, I want 
to call attention to another phase of the .telephone situation. For 

100392— 19— pt 2 5 
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purposes of comparison, I have here the gross revenues of the North- 
west Telephone Exchange Co. for the years 1915 and 1916. The gross 
revenues for 1915 were $4,897,743. The toll revenues for that same 
period, which are included in the gross revenues, were $1,398,537, 
showing that the toll revenues in the State of Minnesota were 28 per 
cent of the gross revenues of the company. Or, in other words, 72 
per cent of the gross revenues of the Northwestern Exchange Co. in 
the State of Minnesota for the year 1915 was derived entirely from 
local exchange business ; that is, from the communication of one per- 
son in the State to another person in the same State, meaning that 
that is purely local business. The estimates made of the percentage 
of long-distance business: that is, interstate business, are as low as 20 
per cent of the total of tne long-distance business ; meaning that the 
total amount of the business of the Northwestern Co., which is inter- 
state business, would be approximately 5 per cent; while 72 per cent 
is purely local-exchange business, and about 80 per cent of the toll 
business is intrastate business. 

The figures for the year 1916 are: Gross revenues, $5,552,791, and 
the gross toll revenues for that same year, $1,537,683, or 27 per cent 
of the gross revenues — showing that the great bulk of the telephone 
business of the Northwestern Co. in the State of Minnesota was local- 
exchange business: 

• Now, it must be borne in mind that the Northwestern Co., which 
is the Bell system, are the large toll operators in the State of Minne- 
sota; that they are probably due 60 to 75 per cent of the total toll 
business within the State. So that, using the Northwestern as a com- 
parison as to what is toll business and what is local-exchange busi- 
ness, is giving the toll business the benefit of any doubt. • 

In considering whether or not it is proper for the United States 
Government to retain control of the telephone properties of the 
country, consideration should be given as to the nature of the busi- 
ness of the companies, whether local, State, or national. And in con- 
sidering this question it is interesting to compare those revenues of 
the Northwestern Co. 

Another question of vital importance at this time is whether or 
not the organizations of the telephone companies have been so 
broken up by Government control that they could not be returned to 
the companies without a material loss at the present .time. I know 
of no change in organization of the telephone managements of the 
telephone properties and, in the judgment of the Minnesota com- 
mission, the properties could be turned back to the owners without 
any material damage to the properties or the stockholders, and no 
confusion to the public business. In addition, it would mean an 
immense saving either to the Treasury of the United States or to the 
telephone subscribers. 

I have one more exhibit which I desire to introduce, and should 
have introduced it in connection with the toll order of Mr. Burleson. 
I did not have time to thoroughlv check up the toll rates to the 
United States for the purpose of thte hearing, but in the fall of 1915 
our commission caused a statement to be prepared showing the toll 
rates of a number of the States at that time. As far as my informa- 
tion is concerned at the present time, the only increase I am aware 
of is an increase of 25. per cent in the toll rate in the State of 
Nebraska. There may be one or two other increases in those toll 
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rates. I have based this exhibit also upon the toll rates proposed by 
Mr. Burleson. And in summarizing this exhibit, all that is necessary 
to say is that this exhibit shows that the basis of Mr. Burleson's toll 
rates are the rates that were in effect in such States as Montana and 
New Mexico, and are applying the rates in those thinly settled States 
to the more thickly settled States ; and, in fact, the rates are higher 
in most instances than in these two States. 

Mr. Steenerson. Are these the highest? 

Mr. Putnam. These are the highest telephone rates of the country, 
and Mr. Burleson's rates are higher than those rates. That is shown 
as a result of the examination of this exhibit. 

Mr. Madden. Can you give approximately what the increases of the 
toll rates in the United States would be ? 

Mr. Putnam. That would require a very extensive study. 

Mr. Madden. If they are a million dollars in Minnesota, it is fair 
to assume it would be at least $60,000,000 in the United States. 

Mr. Beakes. What is the percentage of increase in Minnesota? 

Mr. Putnam. In Minnesota, on the 20 per cent basis, do you mean? 

Mr. Beakes. $300,000 ? 

Mr. Putnam. On the Northwestern Exchange property. 

Mr. Beakes. That is most of it, isn't it? 

Mr. Putnam. That would probably be 60 to 75 per cent. 

(The further exhibits submitted for the record by Mr. Putnam will 
be found at the conclusion of his remarks.) 

Mr. Ramseyer. Mr. Putnam, of course you are in favor of having 
these telephone and telegraph lines retunrned to the owners im- 
mediately upon ratification of the treaty of peace, as the resolution 
provides? 

Mr. Putnam. Yes, sir. 

Mr. Ramseyer. Suppose Congress, in its wisdom, should decide to 
extend that period of control for from 2 to 3 years. What legisla- 
tion have you to recommend to safeguard the interests of the public? 

Mr. Putnam. If Congress should take any such action, the only 
way to safeguard the local interests is to reserve the rate-making 
power and the police power in either the present State commissions 
or some other local commission. If the Congress is afraid that this 
might cause, as the chairman has suggested, 48 commissions which 
are in conflict; they could provide for some appeal, or in the nature 
of that, from the State commission to the interstate national body. 
But to get the direct correction of local problems, you have to have a 
local organization that is on the job and has authority, so that your 
local management will listen to their requests. 

Mr. Madden. And can ascertain the facts? 

Mr. Putnam. Yes ; they can much fuller ascertain the facts. 

The Chairman. Now, let me ask you a question or two: What 
difference does it make, if that is necessary,, and I deem it is neces- 
sary, in the protection of this service, if the local authorities should 
receive its commission from the Federal Government instead of from 
the local government? 

Mr. Pugnam. You mean whether the authority was imposed upon 
it by the local government or by the Federal Government? 

The Chairman. Yes. 

Mr. Putnam. I think that makes no difference in my suggestion 
as to some way to have that local authority reviewed so as to unify it. 
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The Chairman. There is no objection, then, to Federal control if 
thftt can be done! 

Mr. Putnam. I simply say if you have the Federal control yoti 
should have your local control, which is retained to the local people. 

The Chairman. Of course, the Federal Government has to act 
thi*(mgh local people j it can not act in any other way in many matters. 
In some, of course, it can act directly from Washington. You are 
from the State commission that has charge of these matters now ? 

Mr. Putnam. Yes, sir. 

The Chairman. And you think your commission could carry on 
this work very much better than the Federal Government can? 

Mr. Putnam. I believe in the State of Minnesota that we are in a 
better position. 

The Chairman. You think you are better qualified to do that 
than the Government of the TJnited States, which may call its men 
from all the United States here, is qualified to do it. Now, suppose 
these minor objections you have made here, as well as some of the 
more important ones, should appeal to the Federal administration, 
and were adopted and carried into force and effect in Minnesota, do 
you think it would be just as advantageous to the public as if that 
were done by the local authorities? In other words, if your plans 
were carried out by the Federal Government, would it be all right? 

Mr. Putnam. I do not quite understand your question, Mr. 
Chairman. 

The Chairman. You have made a number of objections to the 
Postmaster General and to the Government in the control of these 
matters, and you have assumed to say that the opposite in many 
instances would be true if certain things which you suggest were 
done. Now, suppose the Government were to adopt your views about 
it, would there be any objection then to Federal control? 

Mr. Putnam. If the Government adopted my views, there would 
be HO Federal control of intrastate business. 

The Chairman. I am not speaking about the result; I am Speak- 
ing about the facts you stated. If the Government adopted the 
things you say ought to be done, would not Federal control then be 
just as good as any other ? 

Mr. Putnam. I do not believe that the things I have advocated 
here could be adopted and still have Federal control. 

Mr. Eamseyer. I do not believe you understand the chairman. 
Suppose Under Federal control there should be State commissions or 
lodal commissions created to adjust those local differences you have 
spoken about, the chairman wants to know, then, if you would have 
any objections to Federal control ? 

The Chairman. Yes ; that is the idea. 

Mr. Steenerson. To the extension of it permanently ? 

Mr. Putnam. I do not think I am an opponent of Federal owner- 
ship. 

The Chairman. You are a commissioner out there and want to 
hold the authority? 

Mr. Putnam. We have no cause to want to hold authority over the 
telephone lines. We have plenty of business without it. 

The Chairman. What is your objection, then, if the telephone 
companies are anxious for the extension for a year or so? 
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Mr. Putnam. I am here to protect the interests of the telephone 
subscriber in the State of Minnesota. 

The Chairman. You are not here to do anything in the interests 
of the companies? 

Mr. Putnam. I believe the companies are perfectly able to take- 
care of themselves and have done so. 

The Chairman. Suppose they think if these phones are turned 
back to them now it would be detrimental and that in the present 
situation the Government ought to work the matter out further in 
the interests of themselves and of the public; should there be any 
reason why there should not be an extension for that purpose? 

Mr. Putnam. If the telephone companies made any snowing before 
men not prejudiced in the matter and proved their case, the Govern 
ment should take care of them. But as it is at the present timet the 
showing made by the telephone companies are to a small body of 
men who are administrative officers in the city of Washington, and 
I do not believe the public should be bound by the personal -opinions 
of those few commissioners. 

The Chairman. Don't you think Congress has some voice in the 
matter? 

Mr. Putnam. I think if they will lay their cards on the table be- 
fore this committee, showing their earnings and expenses and the 
condition of all their properties, which would take months of hear- 
ings, that then Congress might be in a position to pass upon the 
question. 

The Chairman. What would you say to it if the Bell Telephone 
Co. and all its connections, and the American Telephone Co., the 
Western Union, and all of the biff companies, practically, except the 
Mackay companies, would say that some control ought to be re- 
tained for the present by the Government, not only in their interest,, 
but the Government having taken their property away from them and 
used it as it saw fit, disorganized it, as you say, and imposed upon 
them, as you say — now, if that were true, wouldn't it be wise for 
Congress, under such provisions as it saw fit, to continue the control 
at the request of the companies in the Government? 

Mr. Putnam. Upon the assumptions that you make that the con- 
tentions of those companies are true, why, your position might be 
correct. 

The Chairman. Yes. 
. Mr. Putnam. But as far as that applies to the Northwestern Tote-, 
phone Exchange Co., which is operated in the State of Minnesota, I 
know that contention is not true. 

The Chairman. That is the Bell Co., you say ? 

Mr, Putnam, That is the Bell Co. 

The Chairman. They so represent ; I do not know how that is. 

Mi*. Stebnerson. It seems to me the public ought to be taken into 
QOBgideration just as well as the telephpnq companies. 

The Chairman. There is no question about the fact the public 
ought to be taken into consideration. 

The gentleman has already said, as I understand, these rates would 
have to go up to the public anyway ? 

Mj», Putnam. The State commission is in a position to handle it, 
and we ar« now working at it in the State of Minnesota. 
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The Chairman. It is just merely a conflict between the State com- 
missions and the Federal Government ? 

Mr. Putnam. It is not a conflict 

Mr. Black. It is in the record that some of these telephone com- 
panies have asked that the time be definitely extended to a certain 
period. So far as I have heard, they have not given any detailed 
reason as to why they thought so. I want to ask you if you know of 
any reason why the turning back of these companies at the end of the 
period now provided by law would be detrimental to their financial 
interests and operation? 

Mr. Putnam. I know of nothing that has transpired so far that 
will be detrimental to their operation at this time as private com- 
panies. .Of course, if the Postmaster General carries out some of the 
plans he has talked about it might cause such a situation in the or- 
ganization of some of the companies that there would be a damage. 

Mr. Black. But those plans have not yet been carried out? 

Mr. Putnam. They have not as yet materialized. 

Mr. Madden. Will you be kind enough to answer me this question : 
Is not the public interest one of the prime factors in the settlement 
of the difficulties that is pending before us ? 

The Chairman. How is that? 

Mr. Madden. I want to know whether or not the public is not the 
prime factor in the settlement of this whole question, rather than the 
telephone companies or the telegraph companies? 

The Chairman. Unquestionably that is true. 

Mr. Putnam. I believe that is the fact. 

'The Chairman. I thought you were asking me the question. 

Mr. Madden. No; I was asking the witness. 

Mr. Lamar. I desire to ask the witness if he is sure that the North- 
western Co., which is the Bell Co., as I understand, does not charge 
to its depreciation reserve as much as 5.72 per cent? 

Mr. Putnam. The records of the company presented to my com- 
mission — and I have a copy of that exhibit here — showed 3.5 per cent 
over a period of 16 years. 

Mr. Lamar. That is a subsidiary company; that does not do the 
long-distance work, as I am informed. 

Mr. Putnam. They are the company that handles all the Bell 
business within the State of Minnesota, except interstate business; 
and the American Telephone & Telegraph Co. operates those inter- 
state lines themselves. 

Mr. Hart. The Northwestern Co. does handle interstate business 
between Minnesota and North and South Dakota. 

Mr. Lamar. Isn't it true that the A. T. & T., which is the long- 
distance line, charges to depreciation reserve 5.72 per cent for depre- 
ciation? 

Mr. Putnam. I do not know what the American Telephone & 
Telegraph Co. charges upon the properties which they themselves 
operate. 

Mr. Lamar. Do they make any reports to your commission at all? 

Mr. Putnam. I believe they do not. 

Mr. Lamar. It is my understanding that the A. T. & T., through- 
out the United States, carry a depreciation reserve of 5.72 per cent? 

Mr. Putnam. That may be the fact. But up in our territory at 
least the A. T. & T. only operate the long-distance lines while the 
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Northwestern Co. are operating the exchange properties as well, 
which includes buildings, conduits, cables, and where the average 
depreciation would be much less than that for the long-distance lines, 
which are poles and open wire construction. 

(The exhibits filed for the record by Mr. Putnam are as follows:) 



Investment Aug. 1, 1918 

Compensation allowed 

Ratio of compensation to investment 

Net revenue 6 months ending June 30, 1918 

Average investment 1915-1917 

Net revenue average 1916-1917 

Ratio average earnings to investment for 1915-1917 



Telephone 
companies. 



$1,311,805,439 

$09,816,104 

5 32% 

$36,247,526 

$1,130,800,000 

$69,396,566 

6.14% I 



All companies. 



.82% 



$1 ; 4P3,252,439 

$80,014,945 

5 47% 

$41,928,300 

$1,273,252,439 

$80,836,566 

6.35% 

.88% 



Telephone Statistics. 

Number of telephone companies which operate no switchboard . 1, 363 

Number of stations served 20, 430 

Value of above property * $1, 594, 093 

Number of telephone companies which operate only one switchboard 30? 

Number of switchboards operated 303 

Number of stations served -i 62, 770 

Value of above property $3, 690, 549 

Number of telephone companies which operate more than one switchboard 

(not including Northwestern and Tri-State) 51 

Number of switchboards operated r 183 

Number of stations served 62, 196 

Value of above property $3, 804, 674 

Northwestern Telephone Exchange Co. 

Number of switchboards operated 105 

Number of stations served! 158, 644 

Book value of property $23,654,827 

Tri-State Telephone d Telegraph Co. 

Number of switchboards operated 46 

Number of stations served 91, 749 

Book value of property $12,927,816 

Total number of telephone companies in the State of Minnesota 1, 719 

Total number of switchboards operated 637 

Total number of stations served , 395, 789 

Value of telephone property in the State $45, 671, 959 

Exchanges operated by Northwestern and Tri-State in Twin Cities and Duluth. 

Minneapolis — Northwestern : Colfax, Drexel, East, Hyland, Kenwood, Main, Nicollet, 
Orchard, South, Walnut ; 67,401 subscribers. 

Four automatic and use of Midway Exchange, 29,456 subscribers. 

St. Paul — Tri-State : Bomont, Cedar, Concord, Dale, Jackson, Midway, Robie, Summit ; 
43,703 subscribers. 

Three automatic exchanges, 14,753 subscribers. 

Duluth — Northwestern : Calumet, Douglas, Hemlock, Lakeside, Melrose ; 14,654 sub- 
scribers. 

Zenith, Grand, Lincoln, Cole, Park, Exford ; 9,316 subscribers. 

Statement shouting classification, by towns, of the number of telephone com- 
panies operating exchanges in the State of Minnesota. 

- .i 



Population of towns. 



Under 5,000. . . 
5,000 to 10,000.. 
10,000 to 20,000 
20,000 to 50,000 
Over 50,000... 

Total... 



Number of 
towns. 



< l ) 



506 
14 
6 



529 



1 None. 



Number of 
companies 
operating. 



O) 



289 
8 
3 



291 



Number of towns operated by- 



North- 
western. 



( l ) 



84 
7 
3 



96 



Tri-State. 



0) 



27 
5 
3 



36 



Inde- 
pendent 
companies. 



O). 



411 
6 
1 



419 
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Classification by operating revenues of telephone companies operating to the 

State of Minnesota. 

' Minnesota Railroad and Warehouse Commission, statistical department, St. Paul, Minn. Jan. 18, 1919.) 

Class A. Annual operating revenues exceeding 1250,000 ,- - 2 

Class B. Annual operating revenues exceeding $50,000 but not more than 9250,000 3 

Class C. Annual operating re venues exceeding $10,000 but not more than $50,000 46 

Glass D. Annual operating revenues of $10,000 or less . 240 

Class F. Farm lino companies. 1, 574 

Total 1,865 

ADDITIONAL STATEMENT OF ME, WILLIAM H. LA1CAB, SOLICI- 
TOR, UNITED STATES POST OFFICE DEPARTMENT. 

Mr. Lamar. Gentlemen, I have had prepared some figures here 
showing the compensation agreements — the aggregate 01 the com- 
pensation agreements. And in this connection it would be well to 
have these figures go in the record. 

The investments as of August 1 in all telephone companies with 
which we have contracts now are $1,311,805,439, for all companies 
with whom we have compensation agreements. For telegraph and 
telephone it was $1,463,252,439. Compensation allowed on all tele- 
phone companies amounted to $69,816,104; on all companies com- 
bined, $80,014,945. 

Mr. Madden. That would be about 6 per cent, wouldn't it? 

Mr. Lamar. The ratio of compensation to investment is 5.32 per 
cent on telephone companies, and on all companies combined 5.47 
per cent on investment in property. 

The net revenue for the six months ending June 30, 1918, for tele- 
phone companies was $36,247,526 ; all companies under compensation 
agreement, $41,928,300. 

The average investment during the period 1915-1917, which is the 
period fixed by Congress, or at least the basis fixed by Congress for 
the railroad compensation — investment in properties, telephone, 
$1,130,800,000; all companies, $1,273,252,439. 

Revenues for 1915-1917, $69,369,566 for the telephone companies; 
all companies, $80,836,566— or, for the telephone companies, a per- 
centage of 6.14; all of the companies, 6.35 per cent; leaving an advan- 
tage in favor of the compensation agreements for the telephone com- 
panies of 0.82 per cent and for all companies of 0.88 per cent. 

Mr. Steenerson. You speak of companies with which you have 
made agreements? 

Mr. Lamar. Compensation agreements; yes. 

Mr. Steenerson. They are only a small part of the total? 

Mr. Lamar. It represents a Very large portion of the properties. 
Of course there *are a number of small companies where agreements 
have not been made. 

Mr. Steenerson. I understand you have made agreements with a 
very few companies, so far. 

Mr. Lamar. We have made agreements with companies where the 
valuation August 1 was $1,063,000,000, and we estimate all the prop- 
erties at $2,000,000,000. 

Mr. Madden. Are those based on the book values? 

Mr. Lamar. As I explained in my testimony the other day, it is 
based upon as accurate a valuation as the experts could figure to be 
the present value of those properties. 
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Mr. Madden. That is the value ; but what is the amount of the in- 
vestment? 

Mr. Lamar. The amount of the investment, we call that invested 
capital, investment of capitalization, that is, the stock arid bonds of 
those companies, would be considerably less. 

Mr. Madden. It would be less than the amount upon which you 
base the percentage for dividend purposes? 

Mr. Lamar. Yes, sir. 

Mr. Steenerson. How much compensation would you be allowing, 
then, upon the total bonded indebtedness and the stock issues? 

Mr. Lamar. That varies in each case according to the performance 
of the company — what it is doing; what it is making. 

Mr. Steenerson. How much less is the capitalization than the total 
of the bond and stock issues ? 

Mr. Lamar. In the Bell company it is about $900,000,000 stocks 
and bonds, and $1,200,000,000 investments. 

Mr. Madden. So that you allow $400,000,000 more capitalization 
for the purpose of this adjustment? 

Mr. Lamar. Three hundred million. 

Mr. Madden. Yes; that is right, $300,000,000 for the purpose of 
this capitalization, upon which you authorized dividends, that is not 
classed as investment ? 

Mr. Lamar. Yes. It is money that has gone into the property in 
the shape of 

Mr. Madden. From the earnings? 

Mr. Lamar. In the shape of surplus or in the shape of unex- 
pended depreciation reserve. 

Now that brings me to the point that the last witness was dis- 
cussing as to the amount of this depreciation reserve. 

Mr. Steenerson. You assume that these telephone companies with 
which you have made agreements are undercapitalized to the extent 
of $300,000,000? 

Mr. Lamar. That is the Bell Co. itself. 

Mr. Steenerson. Three hundred million? 

Mr. Lamar. That company is; some of them may be overcapi- 
talized — one or two of them are overcapitalized. 

Mr. Steenerson. You have allowed them interest on that excess? 

Mr. Lamar. No ; we have taken into consideration, as I explained 
in my original testimony, a great many elements in arriving at this 
compensation agreement, and it would be hardly worth while to go 
over that now. 

Mr. Steenerson. I thought you said you allowed 5 or 6 per cent, 
based upon that? 

Mr. Madden. That is based on the ascertained capital, without 
respect to stock or bonds. 

Mr. Lamar. As a matter of fact, the compensation agreements 
run about 4 to 6 per cent On the property investment. It is not the 
same thing in all cases. 

Mr. Madden. On the amount of the capital invested? 

Mr. Lamar. The average here runs 5.32 on the valuation. It 
would amount to more than that — somewhere in the neighborhood 
of 7 per cent, probably — on the capitalization. 

Mr. Madden. Who ascertained the valuation — how was that ascer- 
tained? 
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Mr. Lamar. We have several experts^ We have Prof. Adams, who 
originated and started the system of bookkeeping in the Interstate 
Commerce Commission, and is now one of the professors in the Michi- 

fan University. He is the head of the experts. We have Prof. Fri- 
ay, who is a very competent man and has been connected with a good 
many works of a similar character, and a known expert in that line. 
We have Mr. Sloan as a valuation expert. He has valued a great 
many public utilities throughout the United States. 

We have relied upon the best information we could get from these 
gentlemen, who have studied the thing from an entirely public stand- 
point, and their figures have been used. 

Mr. Steenerson. How does it happen that it took an expert com- 
mission 10 years or more to value the railroads, and your commission 
has valued all these telephone and telegraph lines in a few weeks? 

Mr. Lamar. We did not pretend to make an actual physical valua- 
tion of the properties; that was impracticable. We do not fix the 
compensation agreements upon valuation strictly, but we use that as 
one of the elements in the background; and it was the productive 
capacity of the property on the one hand and protecting the invest- 
ments to the public, to the extent of revenues being produced would 
protect them — all of which I explained in my original testimony — 
that influenced us very largely. 

Mr. Steenerson. Did those men make a valuation of the Postal 
lines, the telegraph and cable lines ? 

Mr. Lamar. That is another subject of explanation in my former 
testimony. The Postal Telegraph- Cable Co. declined to give us any 
information. They said they did not know themselves ; they had no 
basis of valuation, and had to guess at it. 

Now, I would like to continue the line of thought I had here. On 
this question of the 5.71 per cent depreciation charge by the Bell Co., 
our information is that the depreciation reserve in tnat case is ex- 
pended in keeping up the properties as fast as they deteriorate, and 
whatever is left — that is, the balance of the unexpended depreciation 
reserve — all goes into property. 

Mr. Madden. It is all added to the capital ? 

Mr. Lamar. No ; it is not added to the capitalization. 

Mr. Madden. It is added to the value ? 
'. Mr. Lamar. It goes into the value of the property upon which 
there are no interest charges, and, to a certain extent, the public gets 
the benefit of that money. It increases their facilities for conducting 
the business and expanding the business. 

The last witness is mistaken* in thinking that 5.71 per cent is a 
fixed element of depreciation that is allowed to all companies. The' 
experts in figuring out this scheme upon which these contracts have 
been made, have determined, and I think it is a perfectly sound 
proposition, that we could make compensation agreements that would 
be perfectly fair to those companies without taking into considera- 
tion the question of depreciation at all ; in other words, the com- 
panies could take whatever money that was charged to the deprica- 
tion reserve and take their property back with that additional 
amount of money — they would get the money itself instead of hav- 
ing a depreciation reserve kept up. Therefore we have considered 
the depreciation reserve as a matter of contract in each case, and 
the Postmaster General has contracted in each one of those cases to 
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keep up the depreciation reserve that the company itself was keep- 
ing up. 

Mr. Madden. In order that they might have a capital with which 
to expand and maintain? 

Mr. Lamar. Yes. That is the same depreciation reserve, and that 
depreciation reserve is subject to investment in the property, just as 
the companies are investing their depreciation reserve in property. 
And all improvements are to be agreed upon by the company and 
the Postmaster General. So that the gentleman is entirely mistaken 
in thinking that there would be $1,000,000 in his State necessarily 
taken from the public by reason of this depreciation . reserve of 
5.72, as is charged by the long-distance lines at any rate. 

Mr. Madden. So that the theory of the Post Office Department is 
that of the 5.72 depreciation reserve, whatever it amounts to, that 
will be the only money that will be used by the Postmaster General 
in the maintenance or extension of those plants during Government 
control ; is that right ? 

Mr. Lamar. No; the maintenance fund is an entirely different 
thing. 

Mr. Madden. Extension, or whatever it is — restoration? 

Mr. Lamar. No; there is a further provision in the contract that 
for any general extension work that the companies and the Postmaster 
General may agree would be beneficial to the property or required by 
the public that the companies themselves will, upon the basis of their 
property, borrow money and make these extensions during the period 
of Government control exactly as they have done heretofore, and the 
department assumes the responsibility of the cost of that money if 
it goes into the property and it has that much more property upon 
which compensation is to be paid. And the public gets that much 
more property to use. And that is the basis ; that is the standard of 
the compensation that is to go to the companies, simply being the 
cost of the additional money. 

Mr. Madden. In other words, the Government of the United States 
stands sponsor for the rate of interest to be charged for the money 
borrowed for that extension you have just described ; is that right ? 

Mr. Lamar. Yes, sir ; and, of course, the Postmaster General is to 
pass on the loans. 

Mr. Madden. What responsibility would attach to the Government 
of the United States, after the period of Government control, where 
money is borrowed under such circumstances? 

Mr. Lamar. None at all. They borrow the money individually as 
corporations and put it into the property. There are no entangle- 
ments here that need embarrass the committee. 

Mr. Holland. Could you file a list with this committee showing 
the names of the companies with which you have made contracts, 
their mileage, the compensation paid to each company, the receipts 
from each company since Government control, and the cost of operat- 
ing each company since Government control ? I would much appre- 
ciate it if you could. 

Mr. Lamar. I am having that statement made up at the request of 
Mr. Madden. 

Mr. Madden. I am much obliged to you for the information given 
us this afternoon. 
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Mr. Lamar. This is a part of the information. I may add for the 
committee's information that our experts are making up a statement 
oovering this toll-rate proposition, on which we had some expert 
from the commission before the committee to-day. I hope that will 
be ready in a few days, showing exactly the effect of that order. I 
want to say further that I am on that committee, and I never saw 
any statement given out to the press to the effect that this was a 
reduction in revenue. As a matter of fact, it is not a reduction in 

revenue. 

Mr. Steenerson. Oh, no; the statement I saw in the newspaper 
was that it was a reduction in rates. 

Mr. Lamar. There was a reduction in night rates. 

Mr. Steenerson. It indicated they were making a reduction in 
rates. 

Mr. Lamar. There is a reduction in some rates, of course; but it 
is not a reduction in revenue. I want to add further that I notice 
that my friend the president of the commissions here stated there 
had been no increase in labor cost since the 1st of last August, when 
the Government took control. There has been a good many millions 
of dollars of increase in the cost of operation ; there has been a very 
considerable increase on the part of labor. 

STATEMENT OF MB. EDWARD REYNOLDS, VICE-PRESIDENT AND 
GENERAL MANAGER OF THE POSTAL TELEGRAPH-CABLE CO. 

Mr. Reynolds. The attitude of the Postal Telegraph-Cable Co. 
toward this resolution, or the resolution that is in your hands, 
whether it means an extension of time or permanent Government 
ownership, I think is well known to everybody. But it seemed to me 
to be important that I should come before this committee and make 
a few statements I had in mind and give to you a few of the con- 
clusions I had reached in connection with this problem. 

In order that you might be able to place a proper weight upon 
anv statements I make or draw your own conclusions from them, I 
think, perhaps, it would be well to state — although it is personal — 
that I have been 38 years in the telegraph business. I began as a 
messenger boy and I have served in every capacity from telegraph 
operator to office manager and through almost every department, 
except the technical engineer department. I was for 20 years in the 
operating side of the business ; I was for 13 years its chief accounting 
officer, and for the past five years I have been devoting my time en- 
tirely to the work of coordinating the service, the operations, with 
the expenses, with a view to keeping the operating expenses in the 
proper limits. It has been my duty as general manager of the system 
to keep in mind always that I must keep my revenues up and keep 
my operating expenses down if I was to be successful. And I have 
bad to approach that subject from the standpoint of service, because 
service with us meant business. 

Another thing I would like to add is, except for the period when 
I served as a messenger boy, my life has been spent in the service 
of opposition companies. I have not worked for the Western Union 
Telegraph Co. since I left it as a messenger boy, and that means, to 
those who know what it means to work for a competing telegraph 
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company, that we have had to buck the tide. Our path — my own, 
at least — has not been an easy one. 

I mention this just to bring out this thought, that having been 
able to earn a living for the past 38 years and having attained a cer- 
tain degree of success in my line, I ieel perfectly confident of being 
able to earn my living with the Postal Telegraph business or in some 
other line of business, and I am not appealing at all in my own 
personal interests. I have been with the Postal Telegraph Co. for 
30 years, and I know its* history ; I know how it has treated its em- 
ployees, and I feel a deep sense of loyalty to that institution. I 
reel, personally, that we have been outraged, and because of that I 
have, perhaps, been intensely a Postal man. 

I have prepared a few of my remarks here in order to get my real 
views before you in a definite and concrete way, so that there can 
be no misunderstanding as to what I say or the conclusions I have 
arrived at. And, if you will permit me, 1 will read them. 

Mr. Madden. And you wbuld rather be permitted to proceed with- 
out interruption f 

Mr. Reynolds. I would prefer that and, after I have made this 
brief statement, I will answer any questions, if I can. I have read 
a synopsis of the remarks made to you by Mr. Lamar, the Solicitor 
of the Post Office Department, a week ago, and from his remarks I 
gather that the only excuse for the Government retaining its pres- 
ent control of the telegraph and telephone lines is to increase tele- 
phone rates and to finance crippled telephone companies. It cer- 
tainly Was not the purpose of Congress, when it authorized the tak- 
ing over of the control of the telegraph and telephone lines, to 
impose a burden upon the users of the telegraphs and telephones by 
increasing rates; neither was it the intention to finance the com- 
panies with Government funds. It is my opinion that if telephone 
rates are to be advanced, they should be advanced in the regular 
way, by application to State commissions and after getting their 
approval. To utilize the Government control of the telephone lines 
for increasing telephone rates, as is now being done in a revision of 
the long-distance telephone rates by the Postmaster General, and 
which the public service commissions are strenuously opposing, is 
assuming authority that Congress did not confer upon the Postmas- 
ter General. 

Why should the Government stand the losses of these telephone 
companies or use its power to increase rates so that the losses fall 
npon the public? I do riot believe your committee will approve the 
proposition now before it to extend Government control of the tele- 
graph and telephone lines for two or three years in order that the 
Government may finance crippled telephone companies and increase 
rates. 

There has been a contest going on between the Bell Telephone 
and independent telephone companies for a period of 30 years and 
the public has greatly benefited by the competition between these 
companies through improvements in apparatus and in service. Pri- 
vate enterprise and individual initiative has been stimulated, and 
the greatest improvement in telephone apparatus and in telephone 
practice is due to the stimulus of Competition. The Bell Co. has 
bought up many of the independent telephone companies and is still 
competing with some of them, and it has driven others out of busi- 
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ness. The Government action in taking possession of the telegraph 
and telephone lines as a war measure should not be misused to 
finance broken-down telephone companies or to increase telephone 
rates generally, and, yet, that is about what Mr. Lamar's plea really 
means. 

I am reliably informed that most of the independent telephone 
companies werQ making money at the time the Government took 
them over, and I am also informed that they wish their properties 
returned at once, notwithstanding the statements made to this com- 
mittee to the contrary. There is absolutely no justification for the 
Government hanging on to these telephone lines in order to pay 
losses and increase telephone rates. An order has been issued by 
Postmaster General Burleson which would result in an increase, 
but we are opposed to any increase. There is a storm of protest com- 
ing from all over the country against these increases of telephone 
rates. Has Mr. Burleson taken possession of the telephone lines 
merely to increase telephone rates? 

As regards the telegraph companies, I can not understand why the 
Government wants to hold on to the telegraph lines. There is abso- 
lutely no need or occasion for it. An extension of time will be in- 
jurious to the service, due to the uncertainty existing among the em- 
ployees as to their status, this uncertainty increasing day by day. Mr. 
Burleson's operating committee, consisting of a Western Union man, 
two Bell Telephone men, and one Independent telephone man, had 
within the past few days tried to get the Postal Co. to agree to in- 
creased telegraph rates, and the Postal Co. has refused. If the Gov- 
ernment will turn back at once the Postal telegraph lines, we will 
continue to carry on the telegraph business at present rates, but there 
is no knowing what increase of telegraph rates may be necessary if 
the operating methods and the policies and the staff organization 
upon which the splendid service of the Postal has been built, are to 
be disorganized and destroyed by governmental management. No 
reason has been given for the Government holding on to the telegraph 
lines, and even Mr. Lamar has not attempted to justify it. It cer- 
tainly is not needed for war purposes any longer, even if it was 
needed last August when the Government took over the lines. Public 
sentiment is opposed to it, and no one is willing to admit he wishes 
the Government to keep the telegraph lines in order to bring about 
Government ownership ; I mean, no one excepting Mr. Burleson him- 
self, because that purpose is a perversion of the purpose for which. 
Congress authorized the seizure of the lines.' I have heard of no argu- 
ment which justifies the Government holding on to the telegraph lines 
any longer, and if there is an argument other than ultimate Govern- 
ment ownership, I would like to know what it is. 

Now, a few words as to compensation. Why should the Govern- 
ment be paying to the Western Union a greater compensation than 
the Western Union is earning at present? Of course, Mr. Burleson 
will deny that he is paying more, but I have studied the figures, and 
if this committee will lcok into them I think the committee will find 
that the Western Union is not earning the compensation which the 
Government is now paying that company, or intends to pay. Accord- 
ing to Mi:. Lamar's statement, the Government is already paying the 
independent telephone companies more than they are earning, be-" 
cause he says the Government should keep control in order to carry 



GOVERNMENT CONTROL OF TELEGRAPH AND TELEPHONE. 151 

them over their financial troubles. I think, too, this committee would 
find that the Government is paying the Bell Telephone Co. more than 
it is earning at the present time. 

It is a fact that the telegraph business has declined in volume since 
the armistice was signed, while expenses have increased very mate- 
rially, and I have no doubt the same is true as to the telephone busi- 
ness. Why, under these circumstances, should the Government wish 
to continue its control over the operations of the telegraph and tele- 
phone companies and accept great losses to be made up through tax- 
ation, when by turning back the lines at once it can relieve itself from 
that obligation? 

The whole situation looks to me like a scheme for the raising of 
telephone rates and the financing of crippled telephone companies 
and to carry the Western Union through troublous times, and, in ad- 
dition, with a view to consolidating all of the telegraph, telephone, 
and possibly cable lines into one huge monopoly. 

Mr. Steenerson. That is the scheme that has been advocated by 
Mr. Veil, isn't it? 

Mr. Reynolds. For years. Everything indicates that this is the 
general plan toward which all these parties are working, namely, 
Mr. Burleson, the Bell Telephone, the Western Union, Mr. Vail, and 
Mr. Carlton. It is the only intelligible explanation of this proposi- 
tion to allow the Government to keep these lines from two to three 
years longer. There is certainly no good reason why all the lines 
should not be turned back at once and the Government loss stopped. 

The idea that a great consolidation 4 of telephones, telegraphs, and 
cables and the wiping out of competition and the grant of subsidies 
for new cables will confer great benefits upon the American public, 
is put forward to mislead the public. Such a combination would 
impose a hardship upon the public without giving it a single ad- 
vantage it does not enjoy to-day. It might be called a hobby of 
Mr. Vail if it were not for the fact that back of it, is the selfish 
' intent to set up a monopoly for the benefit of his companies. 

The American telegraph service is the finest in the world. It has 
been built up under competition by private companies, and every 
improvement in the art and in the service is the result of compe- 
tition. If that competition is removed, individual incentive and 
initiative will be removed and there will certainly be a lowering in 
the standard of service and an increase in the cost to the public. 

We are facing a situation to-day when the most rigid economy 
must be exercised by all the people of this country, and the people 
will expect the Government to be as careful in its expenditure of 
public funds as the individual will be required with his private 
funds. This is no time for the Government to be extravagant and 
to employ the public moneys to finance broken-down telephone 
companies any more than to finance broken-down trolley lines and 
other similar utilities. And all this is to be at the expense of the 
taxpayer. Are not taxes high enough now? The people are tapped 
by taxes until they are almost hectic. Income taxes, inheritance 
taxes, State taxes, and municipal taxes are approaching confisca- 
tion. It is easy to spend money, but hard to get it. 

In his statement of a week ago I see that Mr. Lamar stated that 
the Mackay cpmpanies are the only people opposed to the extension 
of time. I do not believe that is true ; but even if it is true, it is to 
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the credit of the Mackay companies that they are not trying to sell 
out to the Government or hunting for Government pap. •The 
Mackay companies wish to get back to the legitimate business of giv- 
ing competition in telegraphy and cabling, and I would add in long- 
distance telephone service, in which we are already extensively en- 
gaged, to the discomfiture of the Bell Telephone Co. Our long- 
distance telephone rates are less than those charged by the Bell Co., 
and we have no intention of increasing them unless absolutely com- 
pelled to do so. 

One word more. There is one phase of this guestion which your 
committee, I think, should certainly look into. The public does not 
know what awards of compensation, including assumed obligations, 
have been made by Mr. Burleson to the various telephone companies 
and the Western Union and how much money the Government will 
be responsible for, which your committee will have to authorize the 
payment of later on. I think the public should know just what the 
present receipts of those various telephone companies, as well as the 
Western Union, are from month to month at the present time, so 
that they may figure out just how much of a deficit is being incurred 
from month to month. 1 believe there is such a deficit. It will be 
necessary for you, in figuring out these awards, to obtain the actual 
figures as to obligations on leases, guaranties, etc., assumed by the 
Government, in addition to the cash payments to be made by the 
Government to the companies direct. The awards, as made, are 
rather blind in that respect, and there is every reason why your com- 
mittee should have full information as to just what obligations the 
Government is incurring now under these awards and just how much 
income the companies are receiving at the present time, month by 
month. With this information before you I do not believe you will 
hesitate about returning the properties at once. 

The Postal Telegraph desires the immediate return of its prop- 
erty and is willing to take its chances as to the future. It is not ask- 
ing for financial assistance from the Government, and, as it has 
repeatedly stated, it has no intention of increasing rates if it is per- 
mitted to conduct its business as heretofore. It is willing to meet 
changing conditions, and it believes it can successfully meet the 
economic problems of the future, as it has in the past. 

The Chairman. Mr. Reynolds, what position ao you occupy! 

Mr. Reynolds. I am the vice president of the Postal Telegraph. 

The Chairman. And Cable Co. You live where? 

Mr. Reynolds. New Rochelle, N. Y. 

The Chairman. Is the Postal Telegraph Co. now operated by the 
Government of the United States? 

Mr. Reynolds. Theoretically ; yes. 

The Chairman. Theoretically ; what do you mean by that? 

Mr. Reynolds. The Government up to the present time has not 
actually taken over the operation of the company ; that is, they have 
not entered our offices, inspected our properties or our service, or 
directed us in any way, except from Washington, so far. 

The Chairman. The Government has laid no hands on you, then? 

Mr. Reynolds. Yes ; it has dismissed me. 

The Chairman. What? 

Mr. Reynolds. I was dismissed on December 1, as the general 
manager of the company. 
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The Chairman. You were general manager of the company, and 
you were dismissed from the company by the department? 

Mr. Reynolds. By Mr. Burleson. 

The Chairman. Was there any trouble causing that ? 

Mr.. Retnou>s. Yes; I disagreed with Mr. Burleson in certain 
matters. I do not know whether the committee would be interested 
ii> it or not. 

Mr. Ramseyer. Yes ; we would like to hear it. 

Mr. Reynold^ Immediately after the Government assumed con- 
trol of the telegraph Mr. Burleson, through his committees began 
an arrangement for the consolidation of the Postal Telegraph Co.'s 
offices and the Western Union Telegraph Co.'s offices — not by any 
public announcement, but the committees were appointed without any 
conference with me; and all of our superintendents throughout the 
United States, acting under direct orders from the department here, 
were ordered to confer with the Western Union superintendents and 
the postmasters in the local cities and towns, and these three, acting 
as a local committee, to arrange for the consolidation of the telegraph 
offices in those cities and towns. They were acting under instruc- 
tions which told them they must disregard all personal and corporate 
interests. That was going on from August until the signing of the 
armistice without our knowledge. 

Mr. Madden. September, you mean ! 

Mr. RBYNOiiDS. It began in August, and that work was going on 
right along without any official knowledge on my part. And I 
looked upon that as a move toward the destruction of the Postal 
Co.'s property, because it meant the destruction of our organization 
to consolidate our offices with the offices of the Western Union Tele- 
graph Co., and would mean the destruction of the staff organization 
that it had taken us 35 years to build up. And after the armistice 
was signed one of our superintendents of the western division wrote 
me a letter stating that, as the war emergency had passed, he thought 
we should retard and delay this work of consolidation that was going 
on. I sent a copy of that letter to eight of our superintendents, be- 
cause I thought they should see how that man viewed that subject. 
A copy of that letter reached the Postmaster General and he dis*- 
missed me because I had sent that letter out. 

Mr. Ma*>den. He dismissed vou for insubordination ? 

Mr. Reynolds. I suppose that was the term. 

The Chairman. Are those the letters (exhibiting papers to Mr. 
Reynolds) ? 

Mr. Reynolds. Yes; they are the letters. 

The Chairman. Please read them to the committee. 

Mr. Reynolds (reading) : 

Dear Mb. Reynolds: Let's retard and delay, as much as possible, any con- 
solidation now the war is over. In fact the emergency having passed (if it 
ever existed) which brought about Government control there can now be rio 
good reason for consolidation. I will always believe it was a deep-laid plot 
of the Western Union, who saw coming the enormous decrease in its net, and 
deliberately set about to take advantage of the situation and-' force Government 
intervention so it could unload its frightful overhead expense; Let's impede 
and obstruct from now on any consolidation. Thank God for a Republican 
House and Senate, too, possibly. Let's fight to preserve our property and our 
organization. Do not think me presumptive; my heart is interlaced with the 
welfare of our company. 

100392—19— pt 2 6 
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The Chairman. What is the date of that? 

Mr. Reynolds. November 7. That is the day the people of the 
whole United States were celebrating the signing of the armistice. 

The Chairman. Which was on the 11th ? 

Mr. Reynolds. There was an incorrect report. And on November 
12, one day after the armistice was actually signed, I sent this out. 

The Chairman. To whom did you send it? 

Mr. Reynolds. This is not a correct copy. I sent this to six super- 
intendents in the East and to our general superintendent in Chicago 
and the general superintendent at Atlanta. This is addressed to all 
managers or superintendents, but I did not send it out in that num- 
ber. But this is not a correct copy of it, and whoever made this 
copy purposely omitted the date. 

The Chairman. What is the date of it? 

Mr. Reynolds. There is no date on it. 

The Chairman. What was the date? 

Mr. Reynolds. November 12. 

The Chairman. Is the body of it the same? 

Mr. Reynolds. I think so. 

I have been so much impressed with the spirit of loyalty shown by the at- 
tached letter from Mr. Richards that I am sending you a copy of it, knowing you 
will be impressed by it as I was. 

The main thing in the letter is his intense loyalty. 

The Chairman. When were you discharged? 

Mr. Reynolds. November 30. 

The Chairman. Do you think the Postmaster General could keep 
you decently, after that? 

Mr. Reynolds. I have no feeling at all because of my dismissal. 
I think the Postmaster General knew what I would do in view of 
what I was doing. 

The Chairman. In view of your disloyalty to the situation? 

Mr. Reynolds. No ; I was' inferring that the Postmaster General 
was actually doing, something which the law of Congress did not 
authorize him to do. 

The Chairman. What was your position with the Postmaster Gen- 
eral ? 

Mr. Reynolds. I considered myself always as an employee of the 
Postal Telegraph Co., acting theoretically under the Postmaster 
General. 

The Chairman. What were you doing for him that you were dis- 
missed from ? 

Mr. Reynolds. General manager in charge of the operations of 
the company. 

The Chairman. And you were making that kind of an impression 
against the Government. I want to ask you this: What valuation 
did the Mackay Companies place upon their properties? 

Mr. Reynolds. They did not place any value upon it. 

The Chairman. Didn't you make some contract about it, or pro- 
pose some .contract? 

Mr. Reynolds. No. 

The Chairman. On what basis are you being paid ? You say—; — 

Mr. Reynolds. The Postmaster General — we could not agree with 
the Postmaster General as to compensation, and the Postmaster Gen- 
eral made us an award which we have not accepted. 
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The Chairman. On what basis ? 

Mr. Reynolds. I believe his basis — he fixed an arbitrary. valuation 
of $28,000,000 on our property. 

The Chairman. Twenty-eight million. Isn't it a fact that the 
Mackay Co. gave in its valuation of its properties to the Interstate 
Commerce Commission not at $28,000,000. but at $6,647,472 ? 

Mr. Reynolds. No, sir ; the Mackay Co. never gave any such valu- 
ation as that as indicating the value of its properties. 

The Chairman. No; but didn't you give the valuation — not what 
is indicated ; it speaks for itself. 

Mr. Reynolds. The properties of the Postal have been carried, 
the subsidiary companies, only the nominal values, and it is those 
nominal values which, added together, total the $6,000,000 referred to. 

The Chairman. Why do you get compensation on $28,000,000, 
then, if it is only six? 

Mr. Reynolds. That is what I don't understand. Furthermore, 
the production was $4,269,000 last year. 

The Chairman. It was to your interest to make the value just as 
low as you could to the Interstate Commerce Commission, wasn't it? 

Mr. Reynolds. No interest whatever. 

The Chairman. What would have been the difference in the re- 
sults there if you had valued it at $28,000,000 instead of six million? 

Mr. Reynolds. I do not know as I understand that question. 

The Chairman. Mr. Black, will you read this statement for me. 

Mr. Black. This is a statement by Mr. Lamar : 

I may call the attention of the committee to the fact that the low valuation 
of the Postal Telegraph properties sworn to in its report to the Interstate Com- 
merce Commission — namely, $6,647,472 — if followed by the State tax authorities 
will enable the Mackay companies to avoid taxation on over $20,000,000 upon 
the basis of $28,000,000 valuation used by the Postmaster General in arriving 
at his award of compensation to the Mackay companies for the use of these 
properties, and which compensation the Mackay companies now claim is grossly 
inadequate. 

If the sworn statement of the Mackay companies to the Interstate Commerce 
Commission as to the value of this property is correct, then the compensation 
for the use of the property by the Government insisted upon by the Mackay 
companies — namely, $4,200,000 per annum — if granted, would be 63 per cent 
per annum on the investment value. 

If $28,000,000, the basis used by the Postmaster General in his award, . should 
prove to be the maximum valuation of the property, then the $4,200,000 claimed 
by the Mackay companies to be the just compensation would be about 15 per 
cent on the investment value of the property, or between two and three times 
as much as the compensation fixed by agreement with> the other telegraph and 
telephone companies. The Mackay companies in their sworn statement to the 
Interstate Commerce Commission charge to depreciation on these properties for 
the year 1916, $2,197,900. The charge for the same period as appears on their 
sworn answer to the questionnaires to the Post Office Department is $427,803. 
For the year 1917 their report to the Interstate Commerce Commission showed 
a depreciation charge of $2,350,200, while the amount of depreciation for the 
same period reported on the questionnaires to the Post Office Department was 
only $448,975; and, I may add, in their statement before the wire committee the 
officers of the company claimed that the latter figure, $448,975, represented the 
maximum amount ever actually applied to depreciation in any one year. In 
view of the conflcting sworn statements of the Mackay companies referred to, 
the Post Office Department knows of no way to adjust the matter except in a 
suit in the Court of Claims, where evidence could be taken and the matter judi- 
cially determined ; but this course does not seem to be acceptable to the Mackay 
companies, who apparently prefer to try it out in the newspapers. 
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The Chairman. There is the statement of the department. 

Mr. Reynolds. The inference from the first is that by this ar- 
rangement of the companies as to the nominal values put upon them, 
they hare been evading taxation. As a matter of fact, the taxes on 
the Postal Telegraph properties in the various cities and munici- 
palities have been levied under the same process as upon the proper* 
ties of every other company, the assessed values having been the 
same as those that have been placed by the Western Union Telegraph 
and not based upon book value. In order to properly understand 
our position, you have to go bacjs in the history of the Postal Tele- 
graph System, which is peculiar. As far back as 1890, when the 
elder Mr. Mackay was active in building up this system, there were 
34 separate telegraph companies. At that time the situation was 
very much in the telegraph field what it is in the telephone field to- 
day — there were a great many companies. Those companies were 
all separately incorporated, and the elder Mr. Mackay, with his own 
personal funds gradually bought up the control in all these com- 
panies; and they have been carried along and continued until the 
present time, when we have 39 different companies. Now, it never 
was the policy of the Mackay companies to build up a big capital 
asset for the properties. 

The Chairman. I am not going into the policy of the companies. 

Mr. Reynolds. These are the facts. There is nothing in the Postal 
Telegraph business or in its accounting that is not subject to explana- 
tion if anyone wants to be satisfied. 

The Chairman. I want you to explain in that connection — you 
have been the head of the concern, and the bookkeeper and all, 
haven't you ? 

Mr. Reynolds. Of the Postal ? 

The Chairman. You understand the whole system? 

Mr. Reynolds. Yes, sir. 

The Chairman. What I want to find out — and you can explain in 
that connection, is why the difference between the figures you gave 
the Interstate Commerce Commission and the valuation as now 
claimed ? How do you get at that in your bookkeeping business? 

Mr. Reynolds. That has been explained to the Postmaster Gen- 
eral, and I can not explain it any more clearly than I have already 
explained. 

Mr. Steenerson. Can't you explain it to us? 

Mr. Reynolds. Yes. The explanation is simply this, gentlemen, 
and there is nothing very mysterious or difficult about it to under- 
stand: There are 39 companies in our system; they are all system 
companies, the stock in which is owned entirely by the Mackay 
companies. 

Mr. Ramseyer. Is this Mackay Co. the same as the Postal Co. ? 

Mr. Reynolds. The Mackay Co. is the holding company. The 
Mackay Co. is a holding company and it is organized in the form of 
a trusteeship under the laws of Massachusetts. 

Mr. Ramseyer. Those 39 companies you speak of are 39 separate 
corporations, and then the Mackay Co. is the holding company ? 

Mr, Reynolds. The holding company. In the contracts for the 
handling of the traffic between those companies the division of the 
tolls is arranged so that none of those local companies were supposed 
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to make any great amount of money, the profits flowing to the 
Mackay companies, the holding company. So that unless you take 
the 39 companies and add to the figures of the 39 companies the 
revenues from the land lines that went to the Mackay companies 
you do not get a full statement of the earnings of the land-line sys- 
tem. The Mackay companies is a trusteeship and was not subject 
to the interstate-commerce act, and the Mackay companies were 
never required to file reports with the Interstate Commerce Commis- 
sion, and never have filed any ; and the difference between the reports 
made to the Interstate Commerce Commission by those various 39 
companies and the total figures that we now claim compensation for 
is the amount that the Mackay companies received from the land 
lines. 

Mr. Madden. And when- Mr. Mackay bought those 39 separate 
companies with his own money, he never increased the capital beyond 
what he paid; is that right? 

Mr. Reynolds. No ; he has never added that into the capital, never 
increased the capital. 

The Chairman. How much profit did you claim the Mackay com- 
panies were making out of this? 

Mr. Reynolds. Last year, $4,269,00& 

The Chairman. That is the amount you made on the value you 
represented to the Interstate Commerce Commission as $6,400,000? 

Mr. Reynolds. The nominal capital. And it is well understood; 
our books had been examined by the Interstate Commerce Commis- 
sion several years ago. 

The Chairman. I know; but it does not make any difference 
whether it is nominal or not. I asked you if that was the figure you 
gave to the Interstate Commerce Commission as the valuation ? 

Mr. Reynolds. No; we never reported any such figure as aix mil- 
lions. 

The Chairman, Didn't you report the figure of $6,447,000 to the 
Interstate Commerce Commission? 

Mr. Reynolds. The aggregate amount of the sum of 39 reports — — 

The Chairman. Now, you admit you have been making $4,200,000 
on that, annually? 

Mr. Reynolds. Not on that; we have been making $4,200,000 out 
of our land-line properties. 

The Chairman. What is your property worth t 

Mr. Reynolds. Only a physical valuation will show. 

The Chairman. What is your answer; you are manager, book- 
keeper, and vice president, and you have manipulated all those fig- 
ures for 16 years and you know more about it than anybody else, 
and you can tell what you think it is. 

Mr. Reynolds. I do not think it is my duty or place to make an 
estimate or guess of what I think the properties are worth. 

The Chairman. You concede you are making a guess of what the 
properties are worth? 

Mr. Reynolds. We claim that and your accountants admit it. 

The Chairman (continuing). And you reported to the Interstate 
Commerce Commission that there were $6,447,000. In other wordfe, 
you are making on that much property valuation, according to your 
own statement, $4,200,000, ana you did not want to make any arr 
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rangement with the Government or your country under those con- 
ditions ? 

Mr. Reynolds. We never made any claim or statement our prop- 
erty was only worth '$6,000,000. . 

The Chairman. Why did you limit it there, then, to that figure? 

Mr. Reynolds. Because the property and the capital stock of all 
these companies have been carried at nominal value. 

The Chairman. Didn't you make a sworn statement on record 
in that department to that effect, to the Interstate Commerce Com- 
mission ? 

Mr. Reynolds. It never was our intention 

The Chairman. Didn't you make a sworn statement; I ask you 
that first? 

Mr. RErNOLDS. No. 

The Chairman. You never did make a sworn statement there to 
the Interstate Commerce Commission? 

Mr. Reynolds. We have certified to the accuracy of the balance 
sheets showing 

The Chairman. Mr. Reynolds, that is not the question I asked 
you: Didn't your company make a sworn statement to the Inter- 
state Commerce Commission in this connection? 

Mr. Reynolds. That our companies, the local companies, report 
an equity in the property aggregating $6,000,000; yes. 

The Chairman. Mr. Reynolds, did you make a sworn statement 
to the Interstate Commerce Commission of the value of this 
property ? 

Mr. Reynolds. Not of the actual value of the property. 

The Chairman. What did you make it on? 

Mr. Reynolds. The equity of the local companies in the property. 

The Chairman. I know ; isn't that the value ? 

Mr. Reynolds. That is not the value of the property. 

The Chairman. How much more, then, is the value? 

Mr. Reynolds. That I do not know, and it would be impossible 
fpr anybody to tell, because the moneys put into our system in the 
early days of its formation were not entered upon any books of 
accountr- — 

The Chairman. Mr. Reynolds, don't you know you never made 
any such statement to the Interstate Commerce Commission with 
reference to equities in the property, but you swore positively and 
unqualifiedly to the value of it at the figure of six million four hun- 
dred and some odd thousand dollars? Don't you know that is of 
record there in the Interstate Commerce Commission ? 

Mr. Reynolds. No, sir ; the statement as I read it simply required 
the equities of the companies in those properties, and that is clearly 
understood. 

The Chairman. I ask you : Did you swear to the value, regardless 
of any question of what is understood? 

Mr. Reynolds. I could not swear to the value, because I do not 
know what it is. 

The Chairman. You did not make any such statement as that, 
under oath, with the Interstate Commerce Commission? 

Mr. Reynolds. Not with any idea of conveying the idea that was 
the value of the property. 
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The Chairman. I did not ask you about your idea ; I want to know 
the fact. 

Mr. Reynolds. The fact is this, that these companies were carry- 
ing the properties at nominal values ; and as we report to the Inter- 
state Commerce Commission, we never intended those to represent 
the book values. 

The Chairman. I want to get the facts. I do not want to know 
any view about the equity and I do not want to know what view you 
took of it ; I want to know the naked fact whether or not you made 
a sworn statement to the Interstate Commerce Commission giving the 
value of this property as $6,447,000. 

Mr. Reynolds. You have to go back to our practice, Mr. Chairman. 

The Chairman. That is a fact ; now, I want to know, as to whether 
you did it or not. The record there will show whether you did it 
or not, but I want to know from you. 

Mr. ^ Reynolds. The reports filed with the Interstate Commerce 
Commission showed nominal values. 

The Chairman. That is not the question I asked you. I asked you 
whether you made any such affidavit. 

Mr. Reynolds. I believe those reports carry a form of affidavit 
with them. 

The Chairman. You did do it, then ? 

Mr. Reynolds. Yes. 

The Chairman. And you think they are not giving you enough 
compensation and would not make a contract with them at 
$28,000,000? 

Mr. Reynolds. We say that the Government, having taken over 
our business, should pay us what we were making out of it at the 
time they took it over, and we were prepared to show what we were 
making out of oiir business. 

The Chairman. You were making $4,200,000 on that six million? 

Mr. Steenerson. Did I understand that $28,000,000 was the figure 
determined by the Postmaster General? 

The Chairman. I am asking him if that was not the figure of the 
Postmaster General, and he says now they wanted what the property 
was worth ; that they wanted compensation on the basis of what the 
property was worth. 

Mr. Steenerson. I understood that figure was not given by the 
company; that that is the valuation put on the properties by the 
Postmaster General. 

Mr. Reynolds. That is the valuation put on it by the experts of the 
Postmaster General without viewing the properties. 

The Chairman. Wasn't that based on the $4,200,000 profit you 
made out of it? 

Mr. Reynolds. I do not know how he arrived at the $28,000,000 ; 
it has been a mystery to me where he got that report. 

The Chairman. "Wasn't that the amount reported to the Post- 
master General after inspecting your properties? 

Mr. Reynolds. No, sir ; the Postmaster General has not inspected 
our properties yet. 

The Chairman. Didn't you decline a compensating agreement with 
your company, based on $28,000,000 as the valuation of the property 
that you had said under oath you deemed was worth only $6,000,000 ? 
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Mr. Reynolds. We declined to accept $1,680,000, because we con- 
sidered that was a confiscation of our properties, because we had 
satisfied the Postmaster General our property was yielding over 
$4,000,000 a year. 

The Chairman. Mr. Reynolds, were you always opposed ta the 
control of those companies by the Government ? 

Mr. Reynolds. When the Government decided to place the tele- 
graph under control of the Government as a war emergency, I ac- 
cepted that heartily and fully, and I wrote to the Postmaster General 
on August 1 and gave him a long list of suggestions which were as 
practicable as any he could get from anybody and which were of- 
fered with the utmost sincerity. I believed, like every other Amer- 
ican at that time, that the one great thing was a winning of the war,* 
but I had resolved if the runnihg of the telegraphs meant the win- 
ning of the war, I was for it. And I have not meddled or in any way 
opposed control of the telegraph by the Government until the 
armistice 

The Chairman. Did you express the opinion it was proper for the 
Government to control those things? 

Mr. Reynolds. No, sir; I do not believe it is in the public interest 
for the Government. to control. 

The Chairman. But you would not accept compensation on the 
basis of $28,000,000, and the proof showed that you were making a 
profit of $4,200,000, when you stated in a sworn affidavit thaft your 
property was only worth $6,000,000? 

Mr. Reynolds. We never conceded anything of the sort. 

The Chairman. The record shows it and you just admitted it, just 
10 minutes ago. 

Mr. Reynolds. I never admitted our properties were worth only 
$6,000,000. You must keep in mind we are operating under tariffs in 
use by the Western Union as well as ourselves. We haven't any 
special tariffs. And we are operating under the same difficulties as 
they are operating. And it is ridiculous for Mr. Lamar to say, as he 
has said, that our profits are unconscionable, when you consider the 
tariffs are the same tariff rates as the Western Union provides. 

The Chairman. You were dismissed, weren't you ? 

Mr. Reynolds. Yes; I certainly was. 

The Chairman. Because of your treasonable conduqt? 

Mr. Reynolds. I take exception to that remark. 

The Chairman. That is my conception of it. 

Mr. Madden. I think that ought to be stricken out. If he has com- 
mitted treason I think he ought to be arrested and tried for it. 

The Chairman. Did you write that letter? 

Mr. Reynolds. Yes; I wrote that letter. The Postmaster General 
was violating the law and I undertook to stop it after the armistice 
was signed and the danger was passed. 

Mr. Madden. If he has committed treason, I think the man ought 
to be arrested and tried for it ; but 1 think that remark ought to be 
stricken out. 

The Chairman. That is my construction of it. 

Mr. Reynolds. My only child, and my daughter, is in France 
to-day as a Red Cross nurse. 

The Chairman. Nobody is talking about your loyalty. 
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Mr. Retnolds. I won't permit you or anybody else to impugn my 
loyalty. 

The Chairman. Nobody is impugning your loyalty. 

Mr. Reynolds. Mr. Burleson did. 

The Chairman. You were disloyal to Mr. Burleson, weren't yon? 

Mr. Reynolds. Mr. Burleson was untrue to his trust. 

Mr. Madden. I think we ought to proceed with the examination 
of the witness as if he was a human being. 

The Chairman. Mr. Reynolds, I want to ask you whether you 
wrote that letter or not ; I suppose that is not an improper question. 

Mr. Reynolds. No ; I wrote that letter. 

The Chairman. That is a letter you wrote to the department? 
• 'Mr. Reynolds. Yes, sir. . 

The Chairman. Unless the committee wants to read it, I will just 
let it go in the record. 
t '.(The letter identified by Mr. Reynolds is as follows:) 

Postal Telegeaph-Cable Co., 

New York, August 1, 1918. 
Hon. A. S. Burleson, 

Postmaster General, Washington, D. C. 

Drab Sib: In presenting my suggestions connected with a unification of the 
telegraph and telephone systems under Government control to secure a standardi- 
sation of methods employed to bring about a higher state of efficiency, so that 
wasteful duplication of work may be avoided, it is necessary to do so at some 
"length, but I hope what I have to say will be found helpful. 

In the memorandum left with you Tuesday I discussed the following matters : 

Putting the telegraph service on a cash basis. 

Discontinue messenger call boxes or put them on a pay basis. 

'Closing offices in hotels. 

Damage claims. . 

Discontinue all "deadhead." service. 

Regulation of private leased wires. 

Regulation of newspaper service. 

Regulation of pony wires. 

Elimination of claims for damage. 

Duplication of branch offices. 

Service and rates. 

The above subjects are important, and substantial economies and improve- 
ments in the service can be effected by dealing with them In a vigorous manner. 

It is highly important at the outset to arrange for a system of statistical 
control that will give you a grasp over the results secured, so that mistakes or 
wasteful practices can be readily detected and eliminated. It is .only by follow- 
ing the receipts and the disbursements carefully that the service can be brought 
to the highest point of efficiency without excessive cost. The system followed 
by us, and upon which we rely to obtain control over the affairs of the Postal 
Telegraph System, is elastic enough to perform the same function over all the 
companies, with such modifications as may be found necessary. From the series 
of records submitted to you on Tuesday we are able to follow the labor cost for 
the handling of telegraph traffic in the large centers where the opportunity for 
extravagance and misdirected effort exists from the time an operator is assigned 
to work until he is relieved, getting his record of work for every hour and frac- 
tional parts of an hour, and his, or her, average cost per message. These figures 
are carried through the statistical reports so that we are able to separate the 
expenses in every city and town into three parts or departments, thus placing 
the responsibility for an increased operating cost upon those responsible for the 
conduct of the business in each of these three great departments. The respon- 
sibility for the upkeep and increasing of receipts is also easily fixed through 
these records. 

In addition to getting an analysis of results in each city separately, we are 
able, by combining the statements, to prove up the general results for the entire 
system and thus ascertain whether the results of the individual cities are in 
harmony with the general results. If not, we are able to turn back to the 
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original sheets and pick out the particular cities that are out of harmony, 
either as to revenues or expenses, and bring about a correction. In short, we 
have a system of statistical control which only calls for intelligent supervision 
to get the best results. I think you will appreciate, too, that by following the 
dollars we are led to the weak spots in the service. We have under this plan 
succeeded in increasing our gross revenues steadily one year after another 
without permitting the operating cost to consume the increased gross. The 
receipts and operating expenses of the Postal System show that even under war 
conditions we have reduced the cost of operations, which, I think, is convincing 
that the methods outlined to you and your assistants verbally on Tuesday, and 
briefly referred to above, although very simple will bring about the situation you 
desire. 

If I may be permitted to say so, the most important thing, to my mind, how- 
ever, now is that of organization. 

Organization.— -A telegraph organization should be as simple as possible. The 
first essential in this business is to furnish to the public convenient and reason- 
able means of filing their telegraph messages ; and, second, to see that the mes- 
sages are promptly and accurately transmitted and delivered. The channel of 
communication between the operating staff and the executives who are in- 
trusted with the work of carrying out the policies of the company should be 
kept as clear as possible; otherwise, there is likely to result a tremendous 
duplication of work that will not contribute toward the success of the service. 
Every employee from the bottom to the top and vice versa must be an active 
worker producing .something for the good of the service ; all nonproducers should 
be transferred to places where they can be profitably employed. The revenues 
of the company should not be consumed by too many officials who oftentimes are 
consumers and not producers. 

I would suggest that a list of all officials (and in this list I would include 
general managers, vice presidents, commercial agents of every description, 
district superintendents and solicitors) be prepared, and after having this list 
in hand decide how many on the list are unnecessary under Government control 
and detail these to essential duties. 

Wages of employees. — The basis of all wage ratings should be that of per- 
formance, and it should be understood always that whatever rate of pay the 
recipient is expected to render a proper equivalent in labor therefor. 

The hours, rates of pay, etc., of both companies should be on the same basis, 
the labors and responsibilities of the .individual employees being taken into 
consideration. 

The employees of one company should not be hired by the other company 
unless the employing company's consent is obtained. It should be understood 
that if one of the companies in any particular city or town has more help of 
any grade than it can keep profitably employed, it should' acquaint the man- 
agement of the other company of it so that a transfer of help can be effected. 
Such a practice will stabilize wages and conserve labor. The present Western 
Union practice of hiring away from the Postal its employees increases the pay 
roll and keeps the employees of both companies in a state of unrest. 

General accounting. — One of the most wasteful features in the telegraph serv- 
ice is the accounting work connected with the handling of charged accounts 
and reports of agents. The business has outgrown the present system of ac- 
counting so far as it gives us a check upon the money collected by a local 
agent. It is possible to effect great economies if it can be arranged to put the 
telegraph business upon a cash basis and discontinue credit to all patrons and 
by having the original messages filed in every city and town forwarded to the 
postmasters in each city and town daily, thus provide a check against messages 
being sent without being covered with a suitable amount of stamps. The post- 
master or those working under his direction would supply an outside independ- 
ent control over the telegraph manager, and the present cumbersome and ex- 
pensive system of checking the monthly reports of one office against the reports 
of another can be discontinued entirely. This latter system does not reach the 
spot until two or three months after date and is ineffective. The expense con- 
nected with a verification of the telegraph toll charges, as indicated, can be 
distributed between the two companies and paid for by them according to the 
number of messages handled and not be a burden upon the operating expenses 
of the Post Office Department while the telegraphs are under its control. 

Unecessary duplicate offices. — In every large city each telegraph company op- 
erates what is known as a main telegraph office; they also operate branch 
offices for the collection and delivery of telegraph messages, but the greater 
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part of the branch offices are necessary solely because of the competition which 
exists. A tremendous saving in labor can be effected immediately by the closing 
of such unnecessary offices, and I would suggest that without undue delay steps 
be taken to close such offices as are unnecessary because of the elimination of 
competition and transfer the staff in all such offices to the main offices and to 
branch offices that are necessary, so as to fill up the staff in those offices and 
eliminate overtime, which is paid for at higher rates of pay. In this way a 
great economy can be worked without imposing a hardship upon the employees 
and without inconveniencing the public. 

We should take steps immediately to close one office in all small cities and 
towns where it is possible owing to the small volume of business, to handle 
the telegrams in that city and town efficiently and without inconvenience to 
the public through one office. In this way wires will be released that are now 
devoted to local work, so that the number of through circuits between large 
-commercial centers can be increased, thus speeding up the long-haul traffic 
and eliminating relays which cause delay and expense. The work of closing 
offices should of course be done gradually but as expeditiously as consistent 
Tvith public service. 

Commercial news service. — Under this head the telegraph companies are dis- 
tributing quotations from the different stock exchanges and boards of trade 
charging their patrons for such part of the quotation report as each applicant 
applies for. It is a service that takes up much space upon the wires and yields 
little or no profit. The telegraph companies have, under competition, felt it 
necessary to furnish the quotations in order to obtain their proper share of 
the collateral business that resulted from the quotation reports. The traders 
who receive the quotation reports naturally file their orders at regular tariff 
Tates with the company from which they receive their quotation. It is a form 
of service that I think should be carefully investigated and kept within proper 
bounds and put on a commercial basis. The distribution of quotations originat- 
ing at the different exchanges is necessary to the exchanges, but, notwith- 
standing this distribution is a service to the exchanges, the telegraph companies 
Are paying the different exchanges for the privilege of distributing their quo- 
•tations. I think the use of the quotations should be free to the telegraph com- 
panies if this service is to be continued. 

Superimposing talking circuits over Morse wires. — The Postal Telegraph Sys- 
tem has developed this service in connection with its telegraph business and 
has quite an extensive system of long-distance talking circuits which for the 
past four years have been gradually extended with the idea of placing at the 
use of the public the telegraphic and telephonic use of all our wires between 
all points. Our talking circuits are first class and in many instances are re- 
garded as being superior to the Bell service between the same points. It fol- 
lows naturally that the wires of the telephone company can be -equipped for 
Morse service, thereby very materially increasing the carrying facilities of the 
wires. This ought to result In improved service and offer many opportunities 
for serving the public not possible under separate management, 

Purchase of supplies. — It is needless perhaps for me to point out that this is 
•one of the most important matters that will come under your control. The 
Postal Co. conducts an independent purchasing department and supply store in 
the city of New York, and all purchases are carefully supervised to prevent pay- 
ment of excessive prices and a waste of supplies. The Western Union Co., I 
understand, obtains most of their supplies through the agency of the Western 
JElectric Co. 

Having in mind the possibility of interchanging traffic between the three wire 
companies to unify the service and to avoid delays during periods of congestion, 
a standard form of blank will no doubt be found desirable, and will also save 
money. 

All special forms of sending blanks now distributed to patrons — many of 
them of costly design — should be eliminated and all patrons required to use a 
standard form of blank. 

In order to make this memorandum complete, I desire to repeat the sugges- 
tions made in the little memorandum I left with you on Tuesday, for they are 
all important and should be kept in mind : 

Telegraph offices in hotels. — Serve no purpose other than the collection of 
business originating with guests in the hotels. In the large cities where most 
of such offices are operated there are regularly established public telegraph 
offices in the immediate vicinity, and there is no real need for local offices in 
the hotels. It gives the hotels a preferential service. Unless it can be shown 
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that a telegraph office in a hotel is necessary to serve that locality it sfo©uld foe 
closed. If not closed, no rental should be paid to the hotels for the apace 
occupied. 

Messenger call boxes. — As a result of competition between the two companies, 
messenger call wires and boxes are furnished freely to prospective patrons at a 
great <iost to the telegraph company and without charge to the public. It is 
wasteful, and these messenger call wires should be discontinued and the public 
required to file their messages with the telegraph company. It would reduce 
the demand for messenger boys 50 per cent and enable the telegraph companies 
to give better messenger service on messages coming in for delivery, or continue 
messenger call-box service under reasonable charge to those who desire this 
form of service. 

Discontinue giving credit to patrons and put the service on a cash basis. — 
The accounting work connected with the handling of charged accounts as 
allowed by the two telegraph companies is burdensome and costly and should 
be discontinued. It is possible by the use of special stamps and in various 
other convenient ways that can be devised to save the users of the telegraph 
from any inconvenience under a cash system and at the same time cut off one 
of the largest items of expense to the telegraph companies. 

Damage claims. — No claims for losses, either actual or prospective, should be 
entertained. This will save a great deal of expense in connection with the in- 
vestigation of such claims and the legal advice necessary to properly pass upon 
them. 

Complaints as to service should, of course, be investigated for the benefit 
of the service and the information of the complainant. 

Deadheads. — There should be no messages deadheaded for anyone, and mes- 
sages of employees should not be sent free, except when approved by the head 
of the department, and only then when cases are urgent. The Postal Co. has 
followed this for years, and does not print franks in any form. 

Private leased wires. — It has been my experience that no matter now many 
instructions to the contrary have been issued, private leased- wire concerns 
usually get the best working wire. This may change with the elimination of 
competition, but for the general good of the service the leasing of a wire should 
be very carefully considered so that the public service will not be hampered by 
the loss of the best circuits to private leased-wire lessees. 

Pony wires. — In recent years the general practice has been followed of con- 
necting the offices of private concerns with the main telegraph office of each 
company, so that the messages of the patrons may be transmitted or received 
over a short wire. The patron has paid the wages of the operator employed on 
the premises, the telegraph company paying the operator in the telegraph office. 
This arrangement has advantages in that it saved the messenger expense of 
delivering messages to the private patron, and in these days when a full force 
of messengers is hard to maintain the pony wire has relieved the situation. On 
the other hand, the demands for attention by those pony wire customer* has 
called for the services of a great many telegraph operators, and a discontinu- 
ance of these wires would release trained operators for general public business. 
The same is true of private leased wires, for their discontinuance would release 
a large number of first-class operators that are badly needed in these days. 

Newspaper service. — The principal newspapers throughout the country for a 
great many years have been given a preferential service at a low rate. The 
United States Government, when it wishes to establish direct wire communi- 
cation with its various departments, is required to furnish and pay for the 
operators employed in the departments. Newspapers have been furnished with 
direct wires without any charge for installation or battery or attention to the 
equipment, and in addition the telegraph companies have furnished the very 
best operators without charge to the newspapers. The newspapers pay the 
usual fixed going rate that is paid by those concerns that receive the benefit 
of the press rate but who do not have the benefit of direct private wires. In 
this connection it may be well to question whether newspapers should be fur- 
nished with operators free in addition to being given direct wires, inasmuch 
as the Government has to pay operators working in its departments. 

Service and rates. — Telegraph service is primarily a fast service. The public 
turns to it when it wants quick action, and this is particularly true in the busi- 
ness hours of the day. Anything that interferes with a fast, accurate service 
in the daytime should be eliminated, if possible. If it can not be eliminated 
entirely, then that particular influence should be modified. The day letter 
should be discontinued or modified. The minimum charge for a day letter is 
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bow based upon 50 words, the same as the night letter. Suggest reducing this 
50-word minimum to 30 words. Such a reduction will relieve the wires and 
improve the service, while causing very little inconvenience to the public, be- 
cause essential messages requiring reasonably prompt handling can be reduced 
to 30 words in the majority of cases without difficulty. The present minimum 
of 50 words removes the need for care in composition of the messages and un- 
necessary words are employed. While to reduce the minimum from 50 to 30 
words may be regarded as an indirect increase in rates, it will not place a 
burden upon the patrons who use that form of service. 

What the public wants first In service, and they would rather have service 
than a lower rate. It is quite possible under a reorganization to give gop^ 
service at a reduced rate, and, as intimated above, the first thought should be 
to eliminate all forms of waste, so as to relieve the wires as much as possible 
and to conserve labor. 

I will be glad from time to time to submit any other thoughts that may come 
to me .along the same lines. - 

Respectfully, yours, Edwabd Reynolds, 

Vice President and General Manager. 

Mr, Madden. You say you made $4,200,000 and some odd in 1917. 
How much did the Postmaster General offer to allot to your com- 
pany ? 

Mr. Reynolds. $1,680,000. 

Mr. Madden. What did he say he was going to do with the other 
$2,380,000? 

Mr. Reynolds. He has never explained that to us. 

Mr. Madden. On what theory did he say $1,680,000 out of $4,- 
200.000 was the proper compensation ? 

Mr. Reynolds. He said his committee, after conferring with ex- 
perts, had concluded our properties were worth $28,000,000 and he 
thought the proper compensation would be 6 per cent on $28,000,000. 

Mr. Madden. How did he ascertain the value of your property ? 

Mr. Reynolds. He merely guessed at it. 

Mr. Madden. Did he ever send experts to examine the books of the 
company and the properties of the company ? 

Mr. Reynolds. He sent an expert to examine our books at New 
York, but he never sent anybody to examine our property or any part 
of it. 

Mr. Madden. So that his valuation of the property is based en- 
tirely upon guess work? 

Mr. Reynolds. Entirely. 

Mr. Ayres. You say this does not give the exact valuation ; that he 
was guessing at it. Haven't you been guessing at it ? 

Mr. Reynolds. We haven't had any occasion to guess at it. All of 
the taxing boards throughout the United States assess our property 
regularly on the physical values. 

Mr. Holland. Or gross earnings, which? 

Mr. Reynolds. On physical values and gross earnings y it varies in 
different States. 

Mr. Madden. Has there ever been any attempt on the part of your 
company to evade proper taxation of the local communities through- 
out the country ? 

Mr. Reynolds. No, sir. And I think you will find, if you get the 
figures, that we pay as high a per mile wire tax as any other company. 

Mr.^ Steenehson. The Interstate Commerce Commission has not 
anything to do with taxes ? 

Mr. Reynolds. Not at all. 
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Mr. Steenebson. This report to them was not for the purpose of 
taxation ? 

Mr. Reynolds. Not at all. 

Mr. Madden. Is there anything indicating the value of the property 
for the purpose of taxation anywhere on the records of your com- 
pany ? 

Mr. Reynolds. No ; not 

Mr. Madden. That is to say, for example, if you knew you were 
paying a 5 per cent tax rate on a certain valuation, of course* that 
would indicate the value of the property for taxing purposes, 
wouldn't it? 

Mr. Reynolds. Yes, sir. 

Mr. Madden. Would there be any way for you to compile a state- 
ment of values of the property as ascertained by the taxing branches 
of the different States of the country through which your properties 
run? 

Mr. Reynolds. No ; because the basis of the different localities in 
fixing values varies. 

Mr. Madden. I know; but you would know, for instance, if one 
State based it on one-third of the actual, value, you could base it on 
that, and if other States based it on full value you could use that as 
the basis ? 

Mr. Reynolds. In New York States it is 60 per cent. 

Mr. Madden. It would be easy to ascertain the value on that basis, 
wouldn't it? 

Mr. Reynolds. The only way to arrive at the value of the property 
would be to undertake to make an appraisal such as the Interstate 
Commerce Commission has been engaged upon for several years and 
is engaged upon at the present time. 

Mr. Madden. On your properties ? 

Mr. Reynolds. On our properties. 

Mr. Madden. If this is true, if the Interstate Commerce Commis- 
sion has been engaged upon the work of fixing the value upon your 
properties for several years and has not concluded its work, how did 
Mr. Burleson fix $28,000,000 as being the value of the property 
without having investigated at all? 

Mr. Reynolds. I think it is by ia process of simple mathematics 
with him. I think they made up their minds how much they were 
going to allow us and then worked back to that amount, if you ask 
my opinion. 

Mr. Madden. How does the valuation of your property, as fixed by 
the Postmaster General, if you know, compare with the valuation 
fixed by him for the properties of the Western Union? 

Mr. Reynolds. I understand as to that that the Western Union 
compensation was based upon their earnings and not upon physical 
values. And that is the thing we object to; we think he should 
apply the same method of fixing compensation with us as he did 
with them. 

Mr. Madden. You say he did hot determine the value .of the prop- 
erties of the Western Union Co., as you understand it; that he 
fixed the compensation based upon the earnings of the company? 

Mr. Reynolds. That is our understanding, and it is a singular fact 
their compensation squares up with their earnings. . 
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Mr. Madden. Your statement of this does not square with the 
statement by Mr. Lamar a few minutes ago. He stated the com- 
pensation was fixed on their properties 

Mr. Reynolds. Taken into connection with other elements, he 
added, one of which was the productive capacity, if I remember his 
words rightly. They took their book value, and you gentlemen 
know, as well as I do, that the book value may contain the bones of 
all sorts of properties and does not necessarily reflect the true value 
of a property. 

Mr. Madden. Any more than capitalization or stock issues would 
reflect true value? 

Mr. Reynolds. Not at all. And if the Mackay Cos. had been 
carrying on the business with any idea of creating false property 
assets, with a view to capitalization later, instead of depressing 
property values, they would have put them up. And they have not 
done that. As a matter of fact, we know they have done it in arriv- 
ing at" the compensation of the V( estern Union. As Mr. Lamar has 
stated to-day, I judge they have taken from the books the earnings 
and then taken all the other elements (and which they can not get 
them all), but it is a peculiar fact that the Western Union gets 
compensation equal to, if not a little in excess of, the 1917 earnings; 
whereas we get an award which gives us $1,680,000, in the face of 
the proved fact that we are making $4,269,000. In other words, 
they say to us: Go into the Court of Claims, gentlemen. Here is 
$200,000 a month of real money; you must go into the Court of 
Claims and prove your earnings of $4,269,000, and we are going to 
take them away from you unless you do that. And we do not see 
any reason why we should have to go into the Court of Claims to 
prove that. We have made this money as a result of our own enter- 
prise, our own efforts and organization and work ; and, having made 
that money, our idea is that it should not be taken from us. 

Mr. Madden. Where is the money now? 

Mr. Reynolds. We have it. 

Mr. Madden. Can they take it from you? 

Mr. Reynolds. We are conducting our business, gentlemen, ex- 
actly the same to-day as we did before Government control, except 
our influence and our control over our business is not the same. 

Mr. Madden. Do you mean to say you are paying your own bills, 
collecting your own money, and putting the surplus of every day's 
receipts into the bank? 

Mr. Reynolds. Yes, sir. 

Mr. . Madden. And has the Postmaster General no control over 
that money after you get it into your possession ? 

Mr. Reynolds. Not a thing. Again, Mr. Burleson has not asked 
from us, since the 1st of last August, nor received from us any state- 
ment of our affairs, financial affairs, whatsoever. If an order was 
issued to-night that to-morrow morning the Postal Telegraph Cable 
Co. goes back to private management, there is nothing to undo or 
change. 

Mr. Madden. So that, as a matter of fact, you think you are as 
well qualified to run the Postal Telegraph-Cable Co. as the Post- 
master General; is that it? 

Mr. Reynolds. Yes. 
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Mr. Madden. What about the cable lines; does he control th»m, 
too? 

Mr. Reynolds. There has been no change whatever in the cables. 

Mr. Woodyard. That is true also of the Western Union, that there 
has been no change ? 

Mr. Reynolds. No change at all. 

Mr. Woodyard. So that they could go back on the same basis* 
practically ? 

Mr. Reynolds. They could go back on the same basis; there has* 
been no physical change made in the two companies — no physical 
change in the management at all. The only change is, as I say, w© 
are interfered with by orders from Washington, and interfered with 
in the staff, which has affected our discipline and control, and that 
is what is sending the expense up. It is not an increase in wages 
that is sending the expense up; it is our lack of control. We can not 
control our operating force, and their performance has fallen down, 
and that naturally sends the pay rolls up, because an operating 
force doing its regular tour of duties lowers their performance, 
which creates overtime. 

Mr. Madden. Do you deliver messages; for example, if a message 
comes into your office in Washington for me and your office calls my 
house up and reads the message to me, would you make a delivery 
of the message after you had done that? 

Mr. Reynolds. We do that, sir. Where we can, we call you and 
then ask you if we shall send it, and if you say you want it delivered, . 
we deliver it. 

Mr. Madden. The Western Union refuses to do that. 

Mr. Reynolds. We have not changed our practice in any respect 
from normal. 

Mr. Ayers. I haven't discovered that fact; the Western Union de- 
livers to me. . 

Mr. Madden. They refused to deliver to me after they had given 
the message over the 'phone. 

Mr. Ayres. They don't refuse to deliver to me. 

Mr. Madden. Maybe you have some influence with the department 
about it. 

Mr. Aykesi No; I haven't any influence with the department ;, they 
have never refused to deliver. . 

Mr. Madden. They absolutely refused to deliver a message to sag 
after they read it over the 'phone. 

Mr. Reynolds. Up to and including 1917, the Postal Telegraph- 
Cable Col has handled its business at a constantly reducing cost ; that 
is, we had the lowest per cent of cost in the year 1917. 

Mr. Madden. Let me ask you this question : You say the Postmaster 
General has control over your employees throughout the country ;. do 
you have any control over them ? 

Mr. Reynolds. Not now ; I have nothing to do with the operations 
of the company at the present time. 

Mr. Madden. Does anybody in the Mackay companies ? 

Mr. Reynolds. Yes. 

Mr. Madden. How does he direct them, if he has the control o£ 
them? 

Mr. Reynolds. They have the direct and immediate control over 
them. But the value of that control is dissipated by such incidents 
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as this: A group of our employees, at one of our large operations, 
wrote to the Attorney General direct asking for an increase in pay. 
He replied to the chairman of that delegation direct, stating that their 
petition would receive consideration. And when that was received 
by the chairman of this delegation, he put it upon the official bulletin 
board of that operating department. And he didn't notify the man-i 
agement ; he did not notify me at the time he had received this peti- 
tion. The effect of that has been to break down the influence of the 
operating officials who are held accountable for the service and 
financial results. In other words, the authority is in one place and 
the responsibility in another, to a certain degree. Our officials are 
still managing the business and have control over the operating staff, 
except so far as I say it is weakened by interference. 

Mr. Madden. If 3011 do not enter into the contract Mr. Burleson 
has suggested, what will be the status of your company with respect 
to Government control? 

Mr. Reynolds. If he continues to let things run along as they 
are now, the condition won't change verv much; because we ard 
receiving and holding all the cash we take in. 

Mr. Madden. Have you a right now to disburse that cash without 
any suggestion from Mr. Burleson? 

Mr. Reynolds. That we do not know clearly. 

Mr. Madden. That is a question of law ? 

Mr. Reynolds. That is a question of law ; and I do not know that 
I can answer that at this time. 

Mr. Beakes. You stated that in 1917 you made $4,269,000? 

Mr. Reynolds. Yes, sir. 

Mr. Beakes. To the Post Office Department, vou reported vour 
depreciation at $448,000? 

Mr. Reynolds. No; that $448,000 is the actual amount spent in 
that year 'for reconstructing lines. 

Mr. Beakes. What did you take out — what depreciation did you 
allow on your books in order to get at a profit of $4,200,000? 

Mr. Reynolds. That $4,200,000 is gross profit, before any depreci- 
ation was deducted. That is the operating profit. 

Mr. Beakes. That is the operating profits 

Mr. Reynolds. Yes. . . - 

Mr. Beakes. Why did you make two reports as to your deprecia- 
tion, one of $2,350,000, and swore to it, and then another one made 
to another department, of $448,000 ? 

Mr. Reynolds. One report was to the Revenue Department* on 
taxes, where we take the, benefit of depreciation for tax purposes 5 
and in the questionnaire submitted to the Postmaster General later 
on, we showed our operating profits and the amount actually spent 
for the reconstruction of lines and stated that inasmuch as these 
properties were coming back (I believe we stated it; but the idea 
was, anyway), later on* the company, itself would set out the de- 
preciation reserve out of its compensation. 

Mr. Beakes, You admit, then, that in your report of $2,350,000 
depreciation, to the Interstate Commerce Commission, you made it 
for taxation purposes? 

Mr. Reynolds. Yes; the same as all the other companies. 

100392— 19— ft 2 7 
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Mr. Beakes. I thought you told the chairman of the committee 
that this $6,000,000 valuation was not placed for taxation purposes ? 

Mr. Reynolds. No; I think there are two separate questions 
there. It says here : If followed by the State tax authorities. The 
depreciation was taken in and the reports filed with the income tax 
reports for income tax purposes and has not anything to do with 
State taxes. 

Mr. Beakes. Did not your report for 1917 to the Interstate Com- 
merce Commission show depreciation for that year ? 

Mr. Reynolds. Yes ; it showed that. 

Mr. Beakes. Didn't it show $2,350,000 depreciation ? 
, Mr. Reynolds. The depreciation taken; yes. 

Mr. Beakes. What did the Interstate Commerce Commission have 
to do with the income tax ? 

Mr. Reynolds. Their form of report requires us to state the 
amount of depreciation taken credit for by these various companies. 

Mr. Beakes. Didn't you state to the Post Office Department that 
the maximum amount ever applied to depreciation in your company 
was $448,000 ? 

Mr. Reynolds. No ; the maximum amount actually spent in a year 
for the reconstruction of our lines, for depreciation, was that 
amount. 

Mr. Beakes. If that was all you ever spent, why did you claim 
for taxation purposes you had a depreciation of $2,350,000? 

Mr. Reynolds. Because from our experience and our knowledge 
of the business we concluded that a two million-dollar depreciation 
is necesssary for the safegarding of the company's interests and 
property. I will show what I mean. Under our practice, every 
year our superintendents of construction are required to submit esti- 
mates of what they will be required to spend during the year to 
restore the properties under their particular charge, and'tne esti- 
mates submitted now for the work that should oei. done for the 
coming year are about $2,000,000, and that is only work that is abso- 
lutely essential during this coming year. That .$2,000,000 is the 
estimated amount required to cover depreciation of all our prop- 
erties. It is an estimate. 

Mr. Madden. You did not restore them all. to their proper condi- 
tion when you spent $448,000 out of that? 

Mr. Reynolds. We have not spent it all up to the present time, 
but sooner or later we will have to. 

Mr. Holland. What losses, if any, in your judgment as a practi- 
cal telephone and telegraph man, will the several cbmpanies sus- 
tain if Government control is not extended ? 

Mr. Reynolds. I do not think the Government control that has 
been exercised has had any bearing upon any of these companies; 
and if any of them are in a bad financial way, it is not due to any- 
thing that the Government has done, and the Government is in ho 
way responsible for it and should not be asked to pay for it. 

Mr. Holland. In other words, in your judgment, the companies 
can be returned to private ownership without any loss due to Gov- 
ernment operation? 

Mr. Reynolds.. That is my opinion. 
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Mr. Holland. The next question I want to ask you is this : What 
benefit, in your judgment as a practical man, if any, will the public 
derive if (jovernment control is extended? 

Mr. Reynolds. I think the public will lose and lose very much. 

Mr. Holland. What competition, if any, existed between your 
company and the Western Union and other companies before the 
Government control was put in operation ? 

Mr. Reynolds. Before the Government control was put in opera- 
tion the keenest sort of competition existed between the Postal and 
Western Union companies. 

Mr. Holland. Now, is it a fact or not that reasonable competition 
tends to reduce rates and also tends to increase efficiency ? 

Mr. Reynolds. Competition tends to increase efficiency, and I 
think it is beneficial as to rates. 

Mr. Holland. I mean rates to the public. 

Mr. Reynolds. It tends to reduce rates to the public, because it 
enforces greater efficiency on the part of the organization. It has 
in our case, at any rate. 

. Mr. Ayrbs. You speak of competition between your company and 
the Western Union. Mr. Reynolds, in what way do you compete 
with the Western Union outside of the large -cities and congested 
localities? The Postal is not a general system all over the entire 
country, is it, going into the small towns and villages ? 

Mr. Reynolds. So ; and the telegraph business is not done in the 
small towns and villages. We are serving cities and towns that rep- 
resent 40 per cent of the entire population or thereabouts. Seventy 
per cent of the entire telegraph business of the country is done in 
cities and towns representing about 40 per cent of the population. 
We are serving the people of this country who need the telegraph 
service; but we are not in every small community and the Western 
Union is not in every small community, except where it reaches 
through to a railroad station. 

Mr. Ayrbs. If the general public^ then, all over the entire country 
depended on the Postal for telegraph service, it would not be in a 
very good position ? 

Mr. Reynolds. The only first-class service you are ^getting to-day 
is in those communities where they have Postal communication. 

Mr. Aybes. But you do not extend your lines into all the small 
communities like the Western Union ? 

Mr. Reynolds. We extend our lines wherever there is business 
enough to justify it. 

Mr. Ayres. In other words, the Postal is taking the cream of the 
telegraph business of the country? 

The Chairman. Mr. Reynolds, why is it that your company, if 
it does do so, discourages the sending of Government telegrams over 
your lines? 

Mr. Reynolds. It is not doing that, Mr. Chairman, 

The Chairman. Has it not done it at all? 

Mr. Reynolds. Not to my knowledge. 

The Chairman. Didn't you do it and do it on the ground you said 
the Government business did not pay you ? 

Mr. Reynolds. We have often said the Government business did 
not pay us. 
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The Chairman. That is because of the rates? 

Mr. Reynolds. Because of the rates. 

The Chairman. Your rates are higher than the Government rates, 
then? 

Mr. Reynolds. The Government rate is about one-third of the 
regular rates. We get from the Government about 33 or 34 cents for 
what the public pays 95 or 98 cents. And I would not hesitate to say 
and have not hesitated to sav that we lose on the Government business 
ness. But we have booths in every Government department to-day 
and in the book of tariff rules, printed right in the books, it says that 
Government business must have preference as to service. That is a 
published instruction. 

The Chairman. How much do you lose on Government business? 

Mr. Reynolds. I think we figured in 1917 it was 71 per cent. 

The Chairman. Your loss was about 71 per cent? 

Mr. Reynolds. Of the tolls of the company. 

The Chairman. Then your company is charging the general pub- 
lic 71 per cent more than the Government? 

Mr. Reynolds. No; that is the average cost. But it would be 
pretty hard to separate. 

The Chairman. At any rate you do not want Government business, 
because it does not pay you anything? 

Mr. Reynolds. No; and the Western Union in its annual reports 
has stated Government business is a burden. 

Mr. Madden. Could the Government itself do the business at the 
rates it fixes I 

Mr. Reynolds. No ; it could not. 

Mr. Steenerson. As I understood that 70 per cent, the actual 
operating expenses was 70 per cent of the receipts? 

Mr. Reynolds. The receipts for the most part are based on full- 
rate business. Now, as the Government only pays one-third of that 
full-rate business 

Mr. Steenerson. Why, it pays less than the operating expenses? 

Mr. Reynolds. Yes. 
_ (The hearing was thereupon adjourned until to-morrow, Wed- 
nesday, January 22, 1919, at 10.30 o'clock a. m.) 
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Committee ox the Post Office and Post Roads, 

House of Representatives, 
Wednesday, January 22, 1919. 

The committee met at 10.30 o'clock a. m., Hon. John A. Moon 
(chairman) presiding. There were also present Representatives 
Holland, Beakes, Black, Ayres, Randall, Oliver, Steenerson, Madden, 
and, Ramsey er. 

The Chairman. We will proceed. 

Mr. Madden. Before you go ahead with the witness, I would like 
to put these in the record. 

The Chairman. All right, Mr. Madden; go ahead. 

Mr. Madden. On January 20, 1919, the Kellogg Switchboard & 
Supply Co., which, I suppose, is the biggest manufacturer of tele- 
phone and telegram equipment in the United States, sent me the fol- 
lowing letter : 

I inclose herewith copies of my letters to. Hon. A. S. Burleson, also to Hon. 
J. A. Moon, regarding the telephone industry, particularly as affects the manu- 
facturers. This is a condition that is universal over the country, as exchanges 
are not being maintained so as to give proper service to the public. It is im- 
perative that some action should be taken at once by Congress to relieve the 
uncertainties of the situation, so that the telephone business may get back 
into something approaching normal conditions. 

There is also a letter addressed to Mr. Burleson on the 6th of 
December by the Kellogg Switchboard & Supply Co., which before 
the war was the largest independent manufacturer of telephone ap- 
paratus, and during normal times in the telephone business they em- 
ploy some 2,300 employees and do a grocery business of about $5,000,- 
000 annually. I read their letter : 

During the war and after the telephone lines were taken over by the Govern- 
ment our normal business almost ceased entirely, and we manufactured tele- 
phone and aeroplane apparatus for the United States Signal Corps and the 
allies. This work amounted to about 80 per cent of our production. 

A large part of this war business has been canceled, reducing our employees 
to about 3,(J00 at present; and if the balance is not canceled it will be completed 
not later than February, 1919, further reducing our employees to probably 600 
people, or not enough to continue in this special and highly technical electrical 
line, and keep our organization together. 

I have recently interviewed representatives of several of the large independ- 
ent operating companies, who always have been our customers in normal times, 
as to the prospects for an early return to normal conditions in the telephone 
business. Without exception, these telephone interests advised me that they 
did not know what the future held in store, and that they could give me no 
assurance of any telephone business in the future that would enable me to keep 
the Kellogg Co. organization together. 

The Bell-owned factory, the Western Electric Co., is in no such position as 
the independent manufacturers. They are favored with the American Tele- 
phone & Telegraph Co. business without competition, which business amounts to 
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a great deal more than one-half of the total of the United States, and also as a 
result of severe past competition share largely in the outside non-Bell business. 
(See record of Federal Trade Commission investigation.) 

The Western Electric Co., although the largest telephone factory, is a small 
item when considered as a part of the vast Bell organization, and that organi- 
zation as S. whole will support, if necessary, and keep together the factory or- 
ganization out of the general funds of the system. 

If the Government permits the independent factories to suffer severely, while 
the Western is protected by its closed Bell business and its Bell relationship, it 
is clear that governmental control will have resulted in unfairly improving the 
competitive position of one telephone factory at the expense of all the others, 
and at the ruin of perhaps some of them. 

I will only mention America's predominance as the world's course of advance 
in technical telephony, incontestably founded upon competitive manufacturing, 
as a base upon which a sound public policy for their preservation in the present 
crisis rests. 

I write you this letter because we are worried over the situation, and because 
I have sought in vain for an answer elsewhere. You will appreciate that it is 
necessary to anticipate the future far enough ahead to provide work for our 
organization, and it is for this reason that I request information from you upon 
the situation. 

These are signed by J. B. Edwards, president. Then, on January 
20, Mr. Edwards wrote a letter to Mr. Moon, of which copy was 
inclosed to me. It reads : 

We write, appreciating that you are fully conversant with conditions in the 
operating field, and to call your attention to the situation as affects the manu- 
facturers. Inclosed herewith please find copy of my letter of December 6, 
1918. to Hon. A. S. Burleson. Since writing this letter an operating board has 
been appointed by the Postmaster General, who, we think, are doing all they 
possibly can under the circumstances to improve conditions in the industry. 

Our lack of orders is embarrassing. All of our Government contracts have 
been canceled, and we are now employing about 1,300 men against some 2,300 
men prior to our entrance into the war, and unless the telephone business 
materially improves in the near future we not only can not take care of this 
number but it will be absolutely impossible for us to take care of 242 employees 
of ours whom we expect to return as demobilization progresses. 

It seems imperative to us that some action on the part of Congress be taken 
at once that will remove the. uncertainties now existing in the industry, estab- 
lishing some fixed date for the termination of Government control. All parties 
could then provide for possibilities, which the public will soon demand. 

I just want to file them for the record. 
..The Chairman. I want to say, in reference to that, I received that 
letter from the Kellogg people just a few moments ago. 

Mr. Madden* I suppose it just came in. I have also a telegram 
here about independent telephone companies of Illinois having ex- 
pressed their desire to the Illinois Independent Telephone Associa- 
tion of Illinois for an early return of their properties from Govern- 
ment control. 

The Chairman. Would it do to put all things of that sort into the 
record. I have had about 75 of them. 

Mr. Madden. I think they ought all to go in. 

The Chairman. We will put them all in. Some of these are from 
little farmers' organizations of telephones. Most of them want the 
return of the properties. These are all I have received. I received 
a communication or two from gentlemen who are familiar with these 
matters and have put in the record also one or two letters which are 
in the other room. 

Mr. Eamseyer. Mr. Chairman, I won't object to filing these things 
for the record, but I understand Mr. Reynolds has not completed 
his testimony, and his testimony ought not to be broken by these. 
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The Chairman. It won't break his testimony. Mr. Madden 
wanted to place these matters in. Now, I want the attention of the 
committee just a moment. 

(Thereupon there was informal discussion which the stenographer 
was directed not to record.) 

The Chairman. Without objection, Mr. Reynolds will proceed 
with his testimony, and the papers that have been placed in the 
record by Mr. Madden and myself will follow Mr. Reynolds's testi- 
mony. 

STATEMENT OF ME. EDWARD REYNOLDS, GENERAL MANAGER 

POSTAL TELEGRAPH CO.— Resumed. 

Mr. Reynolds, This is the first time in my life I have appeared 
before a legislative committee, gentlemen, so if I depart from the 
practices that are customary I hope you will make allowances for 
that, also for the fact that I do not claim to be a plain trader at all. 

Mr. Steenerson. I think we understand that. 

The Chairman. Who desires to ask questions of Mr. Reynolds? 

Mr. Madden. Mr. Ayres said last night 

Mr. Ayres (interposing). No; I made a suggestion that the Solic- 
itor of the Post Office Department wanted to ask questions. 

Mr. Ramseyer. I want to ask him one or two questions before he 
is dismissed. 

Mr. Ayres. I want to ask unanimous consent that Judge Lamar 
be permitted to ask questions oh the part of the department. 

The Chairman. You have heard the request of Mr. Ayres. Is 
there objection? The Chair hears none. 

Mr. William EL Lamar (Solicitor for the Post Office Depart- 
ment) . Mr. Reynolds, I want to ask you something about the Mackay 
companies as an organization. That is not a company at all, is it? 

Mr. Reynolds. No ; that is a trust known as a trusteeship, organ- 
ized under the Massachusetts State law. 

Mr. Lamar. I think you gentlemen represented to the Post Office 
Department — that is, the wire committee — that the Mackay com- 
panies operated the Postal Telegraph System, composed of 39 sepa- 
rate companies, in the same way that the American Telegr&ph & 
Telephone Co., nolding for the companies of the Bell system, operates 
that system. Is that correct? 

Mr. Reynolds. No. I think that we put it a different way. The 
position of the Mackay companies toward the system of companies 
m a financial sense is the same as the A. T. & T. Co., but the Mackay 
company is a different company and does not operate these proper- 
ties. But when it comes to the financial proposition, which is a ques- 
tion of compensation, all questions involving the actual earnings of 
the Postal Telegraph System, then the Mackay companies' interest 
financially wherever it turns over these properties has got to be 
taken into consideration just the same as taking the returns from 
the A. T. & T. Co. into consideration to arrive at the total business 
of the Bell systems. 

Mr. Lamar. Now, the American Telegraph & Telephone Co. is an 
operating company, and undei 4 the interstate commerce laws has to 
file a report of its operations, property, etc. ? 

Mr. RiETWiiDs. Yes. 
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Mr. Lamar. The Mackay companies claim to be exempted from 
that requirement by virtue of the fact that it is not a company but a 
trusteeship — is that correct? 

Mr. Reynolds. That is correct. They not only claim to be ex- 
empted, but I believe the Interstate (Commerce Commission have 
never called upon them to make reports. 

Mr. Lamar. Do you know just why the astute counsel for the 
Mackay companies decided on that plan of an organization rather 
than a general corporation plan, where the State and Federal Gov- 
ernments could know what the operations of the system were? 

Mr. Reynolds. I couldn't give you any information as to that, 
because to do that I would have to know the minds of the men who 
formed the Mackay companies. I was not an officer of the Mackay 
companies then, nor now, and know nothing about their reasons 
for that. 

Mr. Lamar. But you do know as a fact that the postal telegraph 
systems owned by the Mackay companies' trusteeship holding the 
Mackay trusteeship makes 39 separate reports to the Interstate Com- 
merce "Commission, which purport to show the receipts, disburse- 
ments, capitalization, and all of the other things that are required 
by the Interstate Commerce Commission rules. That is true, is it 
not? 

Mr. Remnolds. No — well, yes; that is true. 

Mr. Lamar. From the 39 companies a sworn report is made every 
ye«,r that embrace every telegraph pole and every foot of wire that 
the Mackay companies own for the land lines; is that correct? 

Mr. Reynolds. That are owned by the companies that operate the 
lines? 

Mr. Lamar. Yes. 

Mr. Reynolds. Now, the organization of the Postal Telegraph 
companies in the main has not oeen changed in over 20 years. Our 
organization is the same now as it was before the interstate com- 
merce act was applied to the telegraph companies. 

Mr. Lamar. That is, the company know whether they make these 
reports? 

Mr. Reynolds. Yes, sir. 

Mr. Lamar. They are required to make them under the law be- 
cause they are corporations doing a telephone and telegraph busi- 
ness? 

Mr. Reynolds. Yes ; and when these reports were required of us 
they were made up on the basis of the books as kept at that time and 
as they have been kept since under the interstate commerce rules. 

Mr. Lamar. Now, these sworn reports show every dollar received 
by these individual companies, do they not? 

Mr. Reynolds. Every dollar of revenue earned by those companies. 

Mr. Lamar. They show every telegraph pole and every mile of 
wire owned in each State where these companies operate, do they not? 

Mr. Reynolds. Yes, sir. 

Mr. Lamar. They show the investment value of the property in 
each State, do they not? 

Mr. Reynolds. They do not. As I explained to you yesterday, the 
property in each of the States is operated by each of these com- 
panies. In several States they are more than one company. They 
are carried at nominal values and have been for many years, and 
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those values do not include the actual investment in those particular 
properties. 

Mr. Lamar. Now, as a matter of fact, these companies are more 
paper companies than anything else. They do not handle the details 
of this business at all. That is all done at the headquarters of the 
Mackay Co., is it not ? 
* Mr. Reynolds. You are speaking now of the commercial work? 

Mr. Lamar. State companies; yes. 

Mr. Reynolds. It is carried to the headquarters in the New York 
office ; the auditing department is carried on. there. 

Mr. Lamar. For each company? 

Mr. Reynolds. The accounts of all these companies are brought 
together at New York first as a measure of security. It is necessary 
to bring these reports in all these companies to a common center for 
uniformity in accounting and to check one against the other and to 
protect the finances of all these companies. That would be neces- 
sary, no matter how well the accounts were handled. Then the ac- 
counts are audited and grouped and entries prepared and sent out 
to the head offices of each of the accounts after entry on to the books 
of accounts ; very much the same plan as the Western Union Tele- 
graph Co; employ; the only difference is they do theirs by five great 
divisions, and we have one great division. 

Mr. Lamar. Yes. It is all done primarily in the New York office, 
and a copy of what you do is sent out to the company as their record? 

Mr. Reynolds. Yes. 

Mr. Lamar. Now, in these reports to the Interstate Commerce Com- 
mission all these figures prepared, the report is completed ready for 
signature of the president of officer who signs these reports in the 
various States, in your office, are they not ? 

Mr. Reynolds. For the most part they are prepared from balance 
sheets that are sent in to us from the head offices of the company. 

Mr. Lamar. But you prepared all reports to the Interstate Com- 
merce Commission. • : 

Mr. Reynold:. For the sake of uniformity. 

Mr. Lamar. For the sake of uniformity. They are all gotten out 
under the same auspices, one office in New York City; the reports 
from 39 companies are prepared in your office. 

Mr. Reynolds. They are prepared in our offices from the ledger 
balances sent in from the head offices of these companies. 

Mr. Lamar. Then, when those several presidents or executive offi- 
cers swear to these reports they are swearing to figures which you 
made up in .your office. 

Mr. Reynolds. No ; they swear to figures based on books of ac- 
counts in their possession posted and kept under their supervision. 

Mr. Lamar. But you prepared them? 

Mr. Reynolds. We prepared them. 

Mr. Lamar. You prepared the report that goes to the Interstate 
Commerce Commission? 

Mr. Reynolds. Yes ; prepared them and got them in proper form 
and sent them back to be verified by the books of accounts in their 
possession. There is no opportunity for misunderstanding on their 
part as to the figures in the report at all, no more than if they were 
prepared by themselves. 
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Mr. Lamar. Now, Mr. Reynolds, your attention was called yester- 
day to certain discrepancies between the sworn questionnaire that Mr. 
Mackay submitted to the Post Office Department under his oath and 
the consolidated figures from these 39 companies to the. Interstate 
Commerce Commission. You were asked some questions as to the 
use that these figures might serve the company in avoiding taxation 
in the States. Now, I want to ask you this question : You pay a good 
deal less wages to the telegraph and telephone employees than the 
Western Union? 

Mr. Eeynolds. On the contrary, I maintain we pay better wages. 

Mr. Lamar. Is it not a matter of fact that those very figures you 
submit to the Interstate Commerce Commission have been used with 
your telegraph operators for years to show them that the Postal Co. 
was not in condition to pay the wages that the Western Union paid? 

Mr. Reynolds. No; that is an absurd statement made repeatedly 
by Western Union people. I say absurd because our system of pay- 
ing our employees is entirely that of individual merit. You, gentle- 
men, perhaps have noticed in the public press — you don't need to take 
my word for it — that there has been less complaint from the em- 
ployees of the Postal Telegraph Co. as to wages and treatment, what 
we speak of as industrial unrest, than any other large corporation of 
which you will read in the papers. Now, the Western Union Tele- 
graph Co. for years has had trouble with its staff; serious trouble. 
We have had no serious trouble with our staff, and we have had an 
harmonious, loyal organization, and we hav.e one to this very day. 
Now, I don't maintain that our employees work for the Postal Tele- 
graph Co. through any particular love of the company, and if they 
were not being paid properly they would become unrestful and dis- 
contented. 

As I have mentioned, one of my first acts when I assumed control 
of the operations was to establish a merit system of pay which pro- 
vided equal pay for equal work, .men and women alike. As a part of 
that system, to stamp out favoritism and abuse of power by petty 
chiefs, the work of every operator is carefully tabulated as to volume 
and accuracy, and an official bulletin is put on our bulletin boards 
every month in the operating room showing the work of the opera- 
tors; and the names of the operators are ranked there in one, two, 
three order, according tp the quality of their work. One thought 
back of that bulletin, an important one, is this : That we can not put 
a man in No. 1 position for work and pay him fourth-rate pay. No 
chief operator can pay first-class pay to a fourth-rate worker. It 
automatically and instantly established equal and just conditions of 
pay. That is one of the great reasons why there has been no great 
discontent among the Postal Telegraph employees, because we have 
made it possible for every man to establish his own rate of pay for 
his work, and we h&ve made the unit of work the measure of his pay. 

The Chairman. That would be a good scheme to follow by the 
Government. 

Mr. Steenerson. That never will be, though. 

Mr. Reynolds. The result of that is I have been increasing the in- 
dividual rating of wages right straight along; in the five years I 
have been general manager I never said no to a recommendation 
for increase of pay, and I have always passed on the individual in- 
creases. The only thing I have ever said to our officials who have 
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the subject directly to deal with is, all I ask any of you is when you 
say a man should have $130 a month, you know he is a $130 man. As 
long as you pay a man what he is worth you never overpay him, 
and the higher you pay a man, provided your payment to him is 
measured by his work the cheaper- a man he. is for the company. 
Therefore I have speeded up our service because increasing his per- 
formance by moving messages he speeds up the service. Sy speed- 
ing up the service in the moving of more messages he revises his 
individual unit cost, "and it is our experience that the higher the rate 
of pay of telegraph officers the lower the unit cost of the individual. 

Of course, I have had to approach that subject carefully and study 
every situation, but I have traveled around this country and have 
spent over half my time traveling alone without any bodyguard to 
get between me and a man. I have looked into local conditions, local 
rates of pay, and saw that everybody, everywhere, was being handled, 
so far as I could bring about, on that basis, and the result has been 
more service and reduction in the operating cost, so that in the year 
1917 we absorbed all the increase in labor, material, and everything 
else entering into our business, and ended with the lowest percent- 
age of operating expenses and receipts in the history of the company. 
So far as my experience goes the staff was not interfered with. 

I have spoken at some length in response to Mr. Lamar's ques- 
tion, because it is a question put out frequently. One is that we 
have sought the cream of the business, and the other is that we have 
not paid as good wages as other companies. Both of these sugges- 
tions are founded on tne thought of others. How can we explain why 
the Postal Telegraph Co. gets more out of a dollar's worth of traffic 
than we get out of it? And any suggestion of gaining by the selec- 
tion of the cream of the business, cutting down wages, is a suggestion 
to put a penalty upon efficiency; nothing more. 

Mr. Ayres. Mr. Potter asked a question last night in regard to 
competition with the Western Union. You were in a sense a com- 
petitor, were selecting the cream of the business? Is it a fact'you 
go through the mountainous districts, the rural districts, like the 
Western Union? 

Mr. Reynolds. We do at places. 

Mr. Ayres. As a general proposition, the entire nation over, do 
you? 

Mr. Reynolds. I would say this to that question. The Western 
Union get through these places through their railroad connections. 
We haven't any railroad connections. Our lines are train highways, 
and it would be utmost folly to open a telegraph office in a small 
community that can not support one telegraph office. To open a 
second would be a waste of men, material, and wealth. 

The Chairman. How many telegraph offices have you, Mr. Rey^ 
nolds? 

Mr. Reynolds. We have, I think, about 1,000; what we speak of 
as check offices; 1,000 cities and towns, and then branch offices in 
a great many of these. ■ 

The Chairman. You serve a thousand cities and towns either by 
a main office, and then branch offices, too? 

Mr. Reynolds. Yes, sir. 

Mr. Steenerson. How many does the Western Union? 

Mr. Reynolds. About 2,500. That is, outside of railroad stations. 
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Mr. Ramseter. That doesn't include the railroad stations? 

Mr. Lamar. How many if you include the railroad stations? 

Mr. Reynolds. I think they advertise how many; in the neigh- 
borhood of 25,000. I wouldn't want to sav that authoritatively. 
You keep in mind the fact that 70 per cent of the telegraph busi- 
ness in this country is done in 40 cities, large cities, and that we arie 
serving a thousand different cities, and I think you will see we 
cover the country pretty thoroughly with our lines. 

The Chairman. They are serving 24,000 more communities thaa 
you are. 

Mr. Reynolds. No; the railroad companies serve these communi- 
ties. The Western Union does not conduct the operations in these 
railroad stations except to contract with the railroad companies! 
So it is not fair to give them credit for seeking business in those 
communities when they are only doing it through the agency of 
somebody else. 

The Chairman. It is under their control. Do they furnish opera- 
tors in those places? 

Mr. Reynolds. The railroad company furnishes the operators. , 

The Chairman. It is a means of communication to them — wires 
and so on. 

Mr. Reynolds, It furnishes communications £o these towns at 
the railroad stations. 

The Chairman. They own all the wires and poles and the ma- 
chinery ; do they ? 

Mr. Reynolds. I think the ownership is divided in a good many 
cases. : ; 

Mr. Ramseyer. In a railroad town of three or four otf five hun- 
dred, the railroad agent is also an operator; now, does the Western 
Union help to pay that railroad operator for the telegraphing hi 
does ? ' : 

Mr. Reynolds. No; as a rule, they do not, under their contracts; 
But they hftve found that the telegraph operator employed by the 
railroad will not give attention to the commercial telegraph busi- 
ness unless some incentive is offered to him, and in addition to what 
is paid by the railroad companies they have found it almost 'com- 
pulsory to give a commission on the telegraph tolls, otherwise they 
get no service. The human element enters there. The man has tip 

get his pay from the railroad company, and he thinks the telegraph 
usiness is a nuisance, so in order to give a personal element in it 
they give him a percentage. 

Mr. Holland. The Western Union uses the rights of the railroad 
themselves, too. 

Mr. Reynolds. Yes, sir; and in that way save themselves a gvekt 
deal in the way of taxes. 

The Chairman. Do you know whether they pay for these rights 
of way or not? 

Mr. Reynolds. I don't think they pay for many of them, because 
they were acquired many years ago before that practice was common. 

Mr. Lamar. They have a reciprocal arrangement for doing tele- 
graph business — the railroads in consideration of the companies-^- 
and the railroads carrying out their poles and linemen and repairing 
them; do thev not? 
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Mr. Reynolds. I believe they do. 

Mr. Lamar. That is a consideration, valuable consideration, on 
both sides. 

Mr. Reynolds. I assume that there is a consideration on this traffic; 
whether fair and equitable or not, I do not know. 

Mr. Lamar. The chairman asked you a question yesterday evening 
just before adjournment* whether the Postal Telegraph Co. had not 
discouragecLthe. handling by the company of Government-rate mes- 
sages. Now, I want to ask if you, individually and as an official of 
the Postal, have not at various times set a policy for the discourage- 
ment of your offices handling Government-rate messages that tended 
to shift Government-rate messages over to the Western Union to 
carry them because you were losing money on them ? 

Mr. Reynolds. As I answered the chairman last night, I have 
never hesitated to express myself to the effect that telegraph com- 
panies were losing great sums of money in handling Government 
business, and I think perhaps the most substantial answer I can give 
to the thought back of your question is that when the Government 
has wanted special services they have come to us to get it. 

Mr. Lamar. You have unloaded unprofitable business to the West- 
ern Union? 

Mr. Reynolds. We have not, Mr. Lamar, and we have not been in 
a position to do it. 

Mr. Lamar. I mean you never have talked to your operators, vour 
superintendents, and got them to discourage the handling of (jrov- 
ernment business on your system because of this loss and put it up 
to the Western Union ? 

Mr. Reynolds. No; there is a case in point. When our troubles 
with the Mexican border arose I have in mind one instance where 
the Western Union Telegraph Co. sent operators and clerks to Gov- 
ernors Island in New York Harbor at the expense of the telegraph 
company to secure Government business. Now, it has always been 
customary for the Government to provide operators in its own gov- 
ernmental departments, and I remember, in that case there, there is 
no reason why the company should go to the expense of sending 
d|>erators and clerks down there any more than in any Government 
department. .We don't figure to pay the operators' wages for depart- 
ments of Governors Island. The Federal Government at Washing- 
ton should pay that expense. 

In general practice, we have not discouraged the handling of it. 
That statement that it is a losing proposition is discouraging, but 
we haven't been in a position to divert it if we wished to, because in 
all these Government departments they have strict rules operated 
under the Government civil service. 

Mr. Lamar. You have not answered my question. I want to know 
if you never, as a manager of your telegraph system, haven't at vari- 
ous times done what you could to divert Government business from 
the Postal companies into the Western Union offices ? 

Mr. Reynolds. No, sir. 

Mr. Lamar. You have not? 

Mr. Reynolds. No, sir. 

Mr. Madden. I would like to ask Mr. Reynolds a question there if 
I could. The question is : Has the Postal Telegraph Co. ever refused 
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to receive messages and send it when offered when it was to be paid 
at Government rates ? 

Mr. Reynolds. No, sir; never has and never would think of. 
doing so. 

Mr. Madden. That is the answer to the question. 

Mr. Lamar. Mr. Reynolds, is it not virtually the case, or has it 
not been the case during the last six or eight months at any rate, 
that your office, as well as the Western Union office, at yjtgous places, 
have had hundreds of messages in excess of what you could handle 
stacked up in your offices and slow in getting them out ? 

Mr. Reynolds. No; our service has been pretty generally main-, 
tained. Our delays, if at all, have been principally in the massenger 
department. We have had trouble at Washington and one or two^. 
other cities in maintaining a full messenger force at times, but our 
service has been maintained, I would say, better than almost any 
other public utility. There have been occasions, particularly during 
the recent epidemics of influenza, crippling us here and there as iti 
spread, but in the main our wire service has been well maintained** 

Mr. Madden. Is that due to the fact that you couldn't get opera-, 
tors during the epidemic? 

Mr. Reynolds. Yes. And to the Army we have lost a great many, 
operators. Here in the city of Washington we were injured the 
worst; we were injured by competition with the departments of the. 
Government. They drew off our entire regular staff, that is, our 
resident staff here, by shorter hotirs and greater pay at a time when 
my personal opinion is the Government should have insisted those 
men continue in the public service. They crippled us here in the< 
city of Washington more than in any other city ' in the country 
because the conditions were peculiar, and we had to bring men in 
from the outside. Living conditions here were difficult and expen- : 
sive, and it was not possible to get the better class of operators to 
come here, particularly after your dry law went into effect. In 
other words, the floating element is what came here. 

Mr. Randall. Then your better operators are those who* drink, 
liquor? 

Mr. Reynolds. No; the better operators are those who live' here 
and have families and homes. 

Mr. Randall. You show a preference in favor of drinkers? 

Mr. Reynolds. No; conditions arose economically that made it 
difficult for us to get a permanent man to come here. It is only the 
men who are floaters back and forth that came here. 

Mr. Randall* I understood you to say the better operators, 
wouldn't come here. 

Mr. Reynolds. A good many went back and forth, but that was a 
temporary condition during a time when every line of business here 
in Washington was affected the same way. ♦ ; 

Mr. Aykes. That is, you mean a temporary condition when it 
went dry? - »| 

Mr. Reynolds. I only mentioned that as an instance. 

Mr. Lamar. Well, now, Mr. Reynolds, is it not a fact that you 
stated to the Postmaster General and the wire committee in dis- 
cussing the big net profits that your company was making, that the 
Postal Co. had adopted a policy of taking no unprofitable business.? 
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Mr. Keynolds. No. The Postal had put its business on a cost 
basis and it did hot knowingly go out and seek unprofitable business.: 
What I had in mind was business of cities. 

Mr. Lamar. You made that statement to the Postmaster General ? 

Mr» Beynom)S. You can not take a statement unless you apply it 
to the situation in mind when I did make it. That is, I would not 
put a telegraph office across the streets from our main office in 
Washington simply for .the purpose of getting the business of some 
one particular firm whose, business could not be secured in any other 
way, if the cost of getting that firm's business was greater tfian the 
profit of their business. 

Mr. Lamar. Didn't you state to the Postmaster General and the 
wire committee that your service was conducted principally between 
business centers where there was a larger amount of business and 
where you could operate on a lower rate of cost by reason of these 
conditions, and that you could make money in that way where 
the Western Union couldn't by serving all the small places that they* 
attempted to serve? Did you make that statement 4 

Mr. Reynolds. No; I didn't make it. I wouldn't make it know-' 
ingly. The statement I made to him was probably the one I made 
to this committee, that over 70 per cent of our business as transacted 
in 40 different cities the great bulk of that business is between large 
commercial centers, and because of the volume passing between these 
centers there is a greater profit, and on a great deal of our business 
exchanged between small places that is the unprofitable class of our 
business, but it is necessary for us to transact a very large amount of 
business at a profit in order that we may appeal for the business on 
which there is a profit. 

Mr. Madden. It is necessary to do some business on a loss,. 

Mr. TtEYNoiiDS. We must first build up a comprehensive system of 
telegraphs before we can go to the business public and ask for busi- 
ness, and we must reach a sufficient number of towns throughout the 
, country before we can go to the business men and appeal for their 
trade. We are bound to get a certain amount that is unprofitable 
and a larger amount that we expected to be profitable, and we work 
on the average cost and average per cent of profit. There is nothing 
inconsistent in that. I started in when the Government control 
was placed in effect to give the Postmaster General and wire com- 
mittee the very best information we had, and had they listened to 
me and done what I told them and advised them to do, and done it 
immediately, we could have increased the staff of operators alj over 
the country very substantially, built up and maintained a more 
effective service than we did, saved the Government tremendous sums 
of money at the time by doing it, but they had this great scheme of 
Government ownership; they subordinated everything to that and 
the question of getting such a grip on these properties so they can 
never be returned. Had they been far-sighted, and gone in and done 
the thing that sound business practice would have directed them to 
do* while it would have accomplished all the things I have pointed 
out to you, it would have given such a grasp of the situation and 
given such excellent results to their credit that there would be no need 
to discuss it around this board to-day whether the control should be 
extended or not. 
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Mr. Lamar. Didn't you testify here yesterday, Mr. Reynolds, that 
these properties had been so handled that they could be turned back 
to the owners to-morrow without any interference at all. 

Mr. Reynolds. I did. 

Mr. Lamar. How do you explain that in connection with the state- 
ment you have just made? 

Mr. Reynolds. Because there are a great many offices in all those 
large cities when* the shortage of operators existed, branch offices and 
hotel offices that could have been temporarily closed during the war 
emergencies, approaching this telegraph situation as a real war neces- 
sity, instead of maintaining 50 hotel offices, say, in the city of New 
York, with a hundred telegraph operators in them, even admitting 
that in normal times, they are convenient to the public. 

Mr. Lamar. You are not answering my question. 

Mr. Reynolds. Yes. I am. I am trying to show you that had these 
hundred operators in the city of New York been transferred from 
hotel offices and put into our main operating department, they would 
have supplemented the force that was there, enabling us to maintain 
better service, eliminate their overtime, which has to oe paid for at a 
higher rate of pay, and all this would have improved the general 
service, because the regular branch offices scattered over the city 
would have been sufficient to maintain the service in these cities, 
temporarily. 

Mr. Lamar. You know all these things are in course of adoption ; 
do you not? 

Mr. Reynolds. No; I do not. Here in the city of Washington, the 
outline of your plan was to dismantle our Washington main office, 
and transfer our equipment to the main office of the Western Union 
office. 

Mr. Lamar. We have had a committee at work on this line. There 
was no action taken. There has been a study made of this whole 
situation, in the various cities, where your representative has been a 
member of the committee in each instance; is not that true? 

Mr. Reynolds. He is not our representative in the sense that he 
was under our direction or influence. 

Mr. Lamar. He was selected in the special city where the study 
was made, and he imparted and furnished information and made 
suggestions he saw fit to make, did he not? 

Mr. Reynolds. He followed the instructions and the hints that he 
received, because he was afraid to do otherwise. 

The Chairman. Let me ask you a question. 

Mr. ^Reynolds. He couldn't have held that job if he didn't. 

The Chairman. In that connection you Say that you have a thou- 
sand offices. 

Mr. Reynolds. Offices iri- a thousand different cities and towns. 

The Chairman. Yes; and that you did 71 per cent of your business 
in 40 large cities. 

Mr. Reynolds. Yes. 

The Chairman. And you said the Western Union has 25,000 
offices. ■ • • " 

Mr. Lamar. Outside of railroad offices. 

The Chairman. How many were included in the railroads. 

Mr. Reynou>s. I would say they have 22,000 to 25,000. 
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The Chairman. Do yon know anything about their business as to 
whether they do the bulk of their business in any particular number, 
or are they diversified or scattered? 

Mr. Reynolds. I have seen it stated that their business is divided 
in just about the same way as ours. The conditions both companies 
operate under are substantially the same. 

The Chairman. The difference between your companies that serve 
the people is the difference between 1,000 and 25,000. 

Mr. Reynolds. One thousand and 25,000, but that doesn't mean 
the value of business. 

The Chairman. The diversification of their business ; the Western 
Union reaches the people at 35,000 places and yours reach the people 
at 1 000 places. 

Mr. Reynolds. It depends upon how you look at it. I say the 
Western Union reaches them at 25,000 places; the railroad companies 
reach them at the rest of the places. 

The Qhairman. The railroad companies have arrangements with 
the Western Union by which the service is performed for these 
35,000 places. That is all. 

Mr. Holland. It has been the hope of all these companies to secure 
profitable business ? 

Mr. Reynolds. That is really what the companies are in the busi- 
ness for. It is good business to go out for it, and, while I am defend- 
ing myself against the charge of seeking the cream of the business, 
the thing is how to distinguish between the cream and skimmilk, 
and unless there is an intelligent understanding of the real cost and 
profit to be made. It is a compliment to me, I would say, if I am 
able to make that distinction. 

Mr. Madden. Mr. Reynolds, in respect to the question asked by 
Mr. Lamar, to the effect that your company had a representative 
on the committee that was investigating the necessity of consolidat- 
ing the lines within the city of Washington 

Mr. Lamar (interposing). Every other city where the matter was 
discussed. 

Mr. Madden (continuing). And that he was to offer suggestions 
as to the best method of procedure, I think you made the reply that 
he did not give the suggestions that he had in his mind, and that 
he was rather coerced into offering suggestions that might meet with 
the approval of the department. Was that what you intended to 
say? 

"Mr. Reynolds. Yes, sir; that is, the superintendent of ours, I 
thing there are 20 of them covering the whole of the 'United States 
at a time when the telephone service, to be properly maintained, 
needed the closest kind of supervision over the operating forces, 
being the men that we relied upon to supply that supervision, were 
taken away from their regular duties by the Postmaster General 
here in Washington and ordered to get together with the Western 
Union superintendents in their localities and the local postmasters, 
and proceeded upon a plan for the consolidation of offices, and for 
the past five months they have devoted their entire time to the 
subject without our assistance or advice; and these men of ours at 
least, are not men who are trained to do work of that kind properly. 
They are operating men and have very little idea of operating costs, 
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or the elements that enter into the operating costs, and are not com- 
petent, even in their own cities, to say that such and such a thing can 
be done without detriment to the public interest and service, or with- 
out detriment to the companies property. Now, the consolidation 
of offices under that scheme is a destruction of our property rights, 
which are guaranateed to us under the Constitution, and my idea 
and belief has been that the Postmaster General was systematically 
interfering to break down the morale and spirit of the Postal em- 
ployees and the telegraph company in that way, because under the 
plan laid down for that work, 99 out of every 100 offices of the Postal 
Telegraph Co. would be closed. Instructions went out direct from 
the Postmaster General to each of our local superintendents that they 
must go about this work without regard to corporate interests. Our 
men read that. A flash went over the wires from a Washington de- 
partment about the time of Government control, for which no man 
is responsible, that if any old-line telegraph man said the Government 
scheme could not be done he would have his head taken off; that went 
out over our wires, and they were all warned. 

The Chairman. You mean to say, then, that the Postmaster Gen- 
eral, instead of discharging his duties in accordance with his oath 
of office and in accordance with law, is attempting to destroy your 
property ? 

Mr. Reynolds. It looks to me as though he is attempting to destroy 
our property in this way, in order to promote his desire for a Gov- 
ernment ownership. 

The Chairman. Destroying them for the purpose of the Govern- 
ment obtaining them for less than their value; is that the idea? 

Mr. Reynolds. In answer to that, I think there are gentlemen 
around this table, that recall the remarks of a former Congressman, 
over four years ago, in the interest of Government ownership bilj 
then before the House, to the effect that the Government should take 
over the telegraph and telephone wires, if it were necessary for their 
purpose in carrying on the postal purposes, and that the Govern- 
ment was under no obligation to pay for the wires or companies they 
did not take over, and that the telephone and Western Union systems 
were comprehensive enough ; that the Postal and the Western Union 
people would have no just ground for complaint if business was 
injured or taken away from them, because they had entered this 
competitive business with their eyes open and hence were estopped 
from any complaint. The 'Congressman who made that remark is 
a member of the Committee on Award. 

Mr. Madden. He is the chairman of the board. 

Mr. Steenerson. That is David J. Lewis? 

Mr. Reynolds. Yes, David J. Lewis, and his ideas have carried 
right straight down through our troubles, because he said four years 
ago that we have no right, if we are not paid for our business — in 
other words, the Government could confiscate our property if it saw 
fit to do it. One argument in that debate raised the question whether 
that would be right or not, and Lewis said it raised a debatable ques- 
tion of ethics. 

The Chairman. In that connection, let me ask you right now. You 
said Mr. Lewis. He was not representing the Government then. He 
was just a Congressman. 
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Mr. Reynolds. Yes. 

The Chairman. Did you ever take into consideration, when you 
entered into this competitive system, the law of the land that author- 
izes — the act of Julv 24, 1866 — that authorizes a commission to be 
appointed, two representing the telegraph company, two the Post 
Office Department, and the fifth to be selected by them, for the pur- 
pose of valuing these properties, in order that they might be taken 
over. I do not know that any privileges were given to the com- 
panies at the time that act was passed, and that was the cause of 
the third section of that act. 

Mr. Reynolds. I do not know as I ever gave much thought to that 
question. 

The Chairman. It is an act, you know. 

Mr. Reynolds. I have always believed in« competition in every line 
of business that is not absolutely essential to the public welfare, and 
I maintain that the telegraphs are not essential because only a very 
small part of the people use them. They are not in any sense like 
the post office or the water supply, and are not a public necessity. 
Therefore as long as the rates are reasonable, competition is bound 
to mean better service and a more courteous treatment of the public; 
you gentlemen know that is true. 

The Chairman. Of course, the Government don't, and if the 
Government don't, this committee don't, and Congress don't, I am 
sure, take your properties otherwise than in obedience to the Con- 
stitution and laws, if they were to take them at all. This bill does 
not mean they wa,nt to take the properties, but only to extend the 
time of Government control. But is it not a fact that you do know, 
or are bound to know, the existence of a law that would permit the 
Government, whenever they saw fit to do so, to take these properties 
over? 

Mr. Reynolds. We expect to be paid property for them. 

The Chairman. Yes. You would not have any objection to the 
Government taking them over if properly paid for in view of the 
reserved rights of the Government, would you ? 

Mr. Reynolds. Personally, I wouldn't have any objection, but the 
trouble here is we arc not dealing with the question of ownership. 
We axe not discussing a purchase of our properties by the Govern- 
ment. We are dealing with this committee and the question of tem- 
porary supervision and control over our service and our business. 
Our point has always been that we are not only entitled to be paid 
for the actual investment in poles and wires, and so on, but the good 
will and staff organization that has taken us 35 years to build up. 
The staff organization represents the greatest part of our invest- 
ment on the basis of what it was producing at the time the Govern- 
ment took it over, because the Government was taking our money, 
our cash. 

The Chairman. I want to get your idea on that further. You 
can not and do not, in view of the law, enter any protest against the 
Government taking them over provided you are sufficiently compen- 
sated, which would have to be done. 

Mr. Reynolds. In the public interest T would be opposed to it 
because I ain sure it would be detrimental to the public interest to 
*ha.ve them taken over. 
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The Chairman. Just a moment. That is a question, of course, for 
the Congress. Do you think it is an unwise thing for the Govern- 
ment, in order to demonstrate the feasibility of this ownership ulti- 
mately, to temporarily control under the present conditions the 
wires, provided that you are fully and adequately compensated for 
it, in order that there may be tested out in times of peace rather than 
in times of war the ultimate advisability of taking these wires over 
as an adjunct to the Post Office Department? 

Mr. Reynolds. I would be opposed to it because you ar6 putting 
it first into incompetent hands, and in the second place, exercising 
further that control would put our properties into a condition where 
it would be utterly impossible to restore them to their former .state 
of efficiency. 

The Chairman. You would be opposed to it even if under all these 
conditions and laws and advantages to you, you were fully compen : 
sated for them ? * 

Mr. Reynolds. Speaking as a citizen and in the public interest, I 
would say so. It is a sensitive business, and a business of small de- 
tails that must be intelligently and efficiently handled. You can hot 
handle it under civil-service rules where merit does not govern the 
selection of men. I appreciate that Government offices are indi- 
vidually as competent as private offices. When I speak of inefficiency 
in Government offices. I do not mean you gentlemen are individually 
less efficient, but you are hampered with conditions and regulations. 

The Chairman. Suppose we employ you to help carry it put. 
Could it be done better then? * : ' 

Mr. Reynolds. You wouldn't take our views. The minute a man 
expresses his views he would be dismissed. 

The Chairman. Assuming that the communication of intelligence 
by the wire is under the Constitution and under the act of 1866, as 
declared by Congress, a Government function and prerogative wlrich 
the telephone and telegraph companies were permitted for the time 
being, and that is all it was under that law, you are not now willing 
to have that function returned to the Government where it was when 
your invasion of it was approved ? 

Mr. Reynolds. We have had some experience since 1866, in a po- 
litical way. Our form of political management is such that I think 
it would be a Aery dangerous thing to place the telegraphs in the 
hands of the Government for that reason. I do not care which party 
has control. 

The Chairman. You think, really, that although this matter is 
strictly a Government function the Government ought to, even if it 
deems it to its interests to test out the question in times of peace, 
ought not to be allowed to do it, because the companies that have 
invaded his Government right are still profiting and desire to con- 
tinue to profit by it? That is the idea? 

Mr. Reynolds. No ; that is not it, Mr. Chairman. The companies 
have gone into this business with the full knowledge of the law, and 
if the time comes that this Government decides it is going to take 
their properties and pays for them the companies could not properly 
hold out against it. 

The Chairman. They would have to yield then? 

Mr. Reynolds. I think it would be a very bad thing to do, and 
furthermore, I feel I can speak with some authority of the telegraph, 
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particularly the elements that go into its cost, and say that I know 
the Government can not operate these systems as economically as they 
are being maintained under private management. 

The Chairman. You think they ought not to make any effort to 
see what can be done to perfect the use of this Government instru- 
mentality in two years or one year? 

Mr. Reynolds. Xo: because the plan the Government is working 
on and lines it works on are so destructive of the existing business, 
which is 90 per cent personnel and 10 per cent equipment, that they 
are destroying the personnel. You would not get a fair test. 

The Chairman. You mean that although you concede, as you did 
a moment ago, that the Government would have a right to take over 
ultimately, that the Government ought not now to make any test in 
time of peace as to whether it would be a wise policy to do that ulti- 
mately or not, even though you got paid for everything that you 
demand as a right that could be given to you for the temporary use ? 

Mr. Reynolds. If the companies were paid twice what their prop- 
erties were worth, I would still say it would be detrimental for the 
public interest for the Government to take over the telegraph. 

The Chairman. In other words, you want private individuals to 
invade and exercise the function of the Government. 
. Mr. Steenerson.. I object to that statement. 

The Chairman. I have a right to ask him. If you want to ask 
him anything else, you have no right to object to my questions. I 
was just asking that question and he does not have to answer. 

Mr. Holland. In other words, your judgment is that this business 
can be most successfully conducted by men who have practical ex- 
perience in the telegraph and telephone business. 

Mr. Eeynolds. That is my point. And I don't think you can get 
that any other way except by working through it. 

Mr. Holland. Except by experience. 

...Mr. Black. I understand that your viewpoint is that the tele- 
graph service is not essentially a monopoly and that, therefore, it 
can be operated to the better interests of the people under competitive 
conditions than it could under monopolistic conditions. 

•."Mr. Reynolds. I believe that and I say that from my own experi- 
ence in both places, and in places where there is monopoly and where 
it is competitive*. It is a truly competitive business; if you view it 
from the standpoint of public interest, wjiat is going to give the pub- 
lic the best service and the most courteous treatment. Competition is 
proper ..in the telegraph service. • - 

Mr. Black. I want to ask you this question also. If Congress is 
to take up the iclea that it could be operated better under monopolis- 
tic conditions, and for that reason want to test it out by Government 
control, do you not think that in all fairness to the people that that 
issue should be submitted to them as an issue and let them pass upon 
it before we undertake to do a thing of that sort. 

Mr. Reynolds. I think that is so. 

Mr. Black. Submit it to the people as a political issue before wc 
do it as £ peace measure ? 

Mr. Reynolds.. I think that is the only way you could do it fairly; 
impossible to do it any other way. It means the destruction of the 
conditions, and organization that exist to-day, and. you can not ever 
restore fhemback, if you conclusion 5 with regard to Government own- 
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ership is that it is adverse because the opinion of the public should 
be obtained. 

The Chairman. Wasn't it your idea, Mr. Black, that before any 
extension of time should be given in this matter, it should be sub- 
mitted to the people? 

Mr. Black. That was the thought I wanted to sound Mr. Eeynolds 
on. If we are to abandon the idea that the telegraph service is a 
competitive service and adopt the theory that it is a monopoly, then 
in all fairness to the people, would it not be right to submit it to 
them to pass on? 

Mr. Eeynolds. They are the ones that will suffer and will have to 
pay the bill. 

Mr. Ayres. That is the first suggestion I ever heard of a ref- 
erendum. 

Mr. Kamseyer. If you were called upon from a public interest 
viewpoint to express yourself upon entering at once upon public 
ownership, or two years more of Government control, which would 
you choose? 

Mr. Reynolds. Government ownership or control? 

Mr. Ramseyer. Yes, sir ; immediately. Government ownership or 
control. 

Mr. Reynolds. I think they both mean the same thing. You are 
only making it easy on the second plan to bring about the first. 

Mr. Ramseyer. Your idea is two years of control would mean : 
Government ownership? 

Mr. Reynolds. It would not be* ownership, but the creation of a 
monopoly, which would be just as bad or worse. 

Mr. Ramseyer. Let me ask another question. This Government 
rate on telegraphing — what is that rate? 

Mr. Reynolds. Those rates were fixed by John Wanamaker when 
he was Postmaster General, 

Mr. Ramseyer. Was that an agreement between the Post Office 
Department and the companies? 

Mr. Reynolds. The Post Office Department has the arbitrary 
right of fixing the telegraph rate for Government business, and it ex- 
ercises that right, and it fixes a rate from here to San Francisco of 
40 cents for 20 words, and 20 cents to New York 

Mr. Ramseyer. The same rates are now in use that were put into 
force when John Wanamaker was Postmaster General ? 

Mr. Reynolds. Yes, sir. 

Mr. Ramseyer. That is a good deal less than the rate you charge 
the general public ? 

Mr. Reynolds. And that is a rate the Postmaster General, Mr. 
Burleson, thinks should be increased. He has to operate the tele* 
graph. 

Mr. Ramseyer. You say you have 80 companies which form 39 
separate corporations. What is the official name of this trustee cor- 
poration. 

Mr. Reynolds. The Mackay companies. 

Mr. Ramseyer. What is the Postal Telegraph system, then! 

Mr. Reynolds. That is a system made up of these 89 companies. 

Mr. Lamar. A trade name? 

Mr. Ramseyer. A trade name. The corporation name is the Mac- 
kay company. 
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Mr. Reynolds. No; each one of these has its own corporate name, 
like the Postal Telegraph of Illinois, for instance. 

Mr. Ramseyer. The Mackay company, the corporation, is in fact 
the Postal Telegraph Corporation. 

Mr. Reynolds. The Mackay company has varied interests. 

Mr. Ramseyer. Interests outside of telegraph and telephone ? 

Mr. Reynolds. Commercial cables, as the Commercial Pacific 
Cable. 

Mr. Ramseyer. How many cables do you own ? 

Mr. Reynolds. We own five across the Atlantic. 

Mr. Ramseyer. Over to Europe? 

Mr. Reynolds. Over to Europe. 

Mr. Ramseyer. Any to South America? 

Mr. Reynolds. One to Cuba, Halifax to Bermuda, and the only 
cable across the Pacific from this country. 

Mr. Ramseyer. It seems to be generally understood as our trade 
extends and will extend that we have not got enough cables, espe- 
cially with South America, and European cables are largely depend- 
ent upon other countries, if we are allowed to go on and build more 
cables, and do it profitably, are other companies having in mind 
doing these things ? ' .'/' 

Mr. Reynolds. Across the Atlantic and Pacific the cables are 
ample or will be when the censorship, permitting plain language, is 
restored. That was our experience before the censorship was put 
on, that we had a margin of facilities, and that was the reason there 
was introduced a preferred service plan, plain-language service, to 
fill in the idle time on the cables. I believe the Central South Ameri- 
can Cable Co., which is a great system of cables down the west coast 
of South America and up the other coast as far as Brazil, is already 
planning to. 

Mr. Ramseyer. What company is that? 

Mr. Reynolds. - The Central South American. 

Mr. Ramseyer. Is that American? 

Mr. Reynolds. It is an American company. They are planning 
to extend it to Brazil from the north, 

Mr. Ramseyer. Your idea is that if we don't come to Government 
control ; that is, go back the way we were, these companies, or capital 
will organize companies that will take care of all the cables neces- 
sary to t&ke care of the country's greatly increasing business ? 

Mr. Reynolds. Speaking for my companies, I Know they are in 
position financially to finance any extensions of cable systems that 
are necessary, and they will be perfectly willing to do it when the 
time comes to do it. I understand the Central American Cable Co. 
stands ready to make any extensions in South America. 

The Chairman. I want to say to you, gentlemen, in asking your 
questions, that Mr. Lamar tells me he didn't finish his examination 
and he will go on when you are through. 

Mr. Steenerson. Who owns these cables ? 

Mr. Reynolds. The Commercial Cable Co. owns the five cables 
across the Atlantic. 

Mr, Steenerson. Is that included in the term, Mackay companies? 

Mr. Reynolds. The Mackay companies' relation to the Commer- 
cial cables is about the same as to the Postal lines. 
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Mr. Steenerson. What is the Postal Telegraph Co.? 

Mr. Reynolds. It has nothing to do with the cables, except we 
interchange business. It is a distributor and feeder. 

Mr. Steenerson. These 39 systems, proprietor companies, have 
nothing to do with the cables ? 

Mr. Reynolds. Nothing jat all. 

Mr. Steenerson. How about the Postal Telegraph Co.; has it 
anything to do with the cables? . 

Mr. Reynolds. It don't operate any general cables. 

Mr. Steenerson. Doesn't own any ? 

Mr.REYNOLDs. No, sir. 

Mr. Steenerson. The Mackay Co. doesn't own any? 

Mr. Reynolds. No ; simply owns the stock. 

Mr. Steenerson. Then what is the relation? 

Mr. Reynolds. Just ia contract for the interchange of traffic. 

Mr. Steenerson. Are they not owned largely by the same people? 

Mr. Reynolds. The same interests. The Mackay Co. own the com- 
pany owning the stock of both the Commercial Cable and the Postal 
companies brings both these companies under one interest. 

Mr* Steenerson. Do they also own the cable companies? 

Mr. Reynolds. They own the stock. 

Mr. Steenerson. The Mackay Co.? 

Mr. Reynolds. The Mackay Co. 

Mr. Steenerson. Do they own or control the Commercial cables) 

Mr. Reynolds. It is a stock control. 

Mr. Steenerson. Is this property partially located outside of the 
United States? 

Mr. Reynolds. These five cables, the five trunk-line cables begin 
at Canso, Novia Scotia, and end at Waterville, Ireland. 

Mr. Steenerson. They are entirely outside of the territorial limits, 
of the United States, the five cables ? 

Mr. Reynolds. Yes, sir ; and we have certain cables, two or three* 
that loop from New York to Canso and work directly into Waterville. 
As an operating matter they are worked from Canso, Nova Scotia, 
station, but directed from New York to Waterville, but traffic lines 
by way of Canso, Nova Scotia, and Waterville Ireland. 

* Mr. Steenerson. Aside from those five cables across the Atlantic, 
yon have one across the Pacific? 

Mr. Reynolds. From San Francisco to Honolulu, then Midway 
Islands, and Guam, and Yokohama, Japan, then down to Manila. 

Mr. Steenerson. The earnings of these cables, does that enter into 
these four millions, .spoken of ? . ? . 

Mr. Reynolds. Has no part at all? 

Mr. Steenerson. There has been no statement in regard to the 
earnings of the cable companies at all here? 

Mr. Reynolds-, Not yet. * 

Mr. Steenerson. It has not been referred to either in the reports ; 
of the Interstate Commerce Commission. 

Mi\, Reynolds. Not in,' any question that * has come before this 
board. 

, Mr,., Steenerson. The title to these cable lines— is it in a foreign 
corporation or American corporation? . • * 

* Mr. Reynolds. The Commercial Cftble Co. is an American Corpo- 
ration. 
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Mr. Steenerson. The only property they have, then, is the offices. 
- Mr. Reynolds. They have cables at New York that run over -at 
Canso, Nova Scotia. 

Mr. Steenerson. And that is all ? . 

Mr. Reynolds. That is all. And a cable to Cuba that comes into 
New York Harbor, direct to Cuba. 

Mr. Steenerson. Then these earnings from cable business have 
nothing to do with these, apparently ? 

Mr. Reynolds. None whatever, Mr. Steenerson. Take a cablegram 
going from Chicago, 111., to London. The full rate is 31 cents a 
word; 6 cents a word is the toll from Chicago to New York, and 25 
cents from New York to London. The Postal Telegraph takes the 6. 
cents a word a3 the land rate, and pays 25 cents over to the Com- 
mercial Cable Co. at New York. 

Mr. Steenerson. There is' really an operating agreement between 
the cables and the Postal Telegraph lines? 

Mr. Reynolds. Yes. 

Mr. Steenerson. And this stock ownership in the cables, by the 
Mackay Co. trusteeship has no effect upon the distribution of the re- 
ceipts of these companies? 

Mr. Reynolds. No, sir ; not at all. 

The Chairman. The cable company is in no way involved in this 
riiatter at all? 

Mr. Reynolds. No; the cable company in not involved. 

Mr. Steenerson. That is all. 

Mr. BeAkeS. Is there such a corporation as the Postal Telegraph 
Co., or is it simply a general name for 39 different companies? 

Mr. Reynolds. I would not be sure whether there was an original 
company years ago operating under that or a similar name, or the 
Postal Telegraph Cable Company exists legally to-day or not, but 
these 39 companies are all the Postal Telegraph companies of the 
different states. 

Mr. Lamar. That is simply a trade name or way that the Mackay 
company did organize the Postal companies, the Postal company of 
Georgia, and the various other companies, they called them the Pos- 
tal companies of the States, and then they adopted this Postal Tele- 
graph name as a trade name. There is no corporation. 

Mr. Beakes. It has no property? 

Mr. JIamseyer. We hear a great deal about wasteful competition; 
in railroad stations where two or three small roads each maintain 
small depot, since the Government has taken them over they have 
done away with two depots and consolidated them, also the ticket : 
offices in the larger cities where they maintain separate offices have 
been consolidated and it has resulted in a considerable saving; at*, 
least, that is the claim made. Why would not that same thing oper- 
ate by consolidating in many places the offices of the telegraph com- 
pany'? 

Mr. Reynolds. There would be an opportunity for it to economize 
and save money in many little ways by eliminating certain offices 
that were not absolutely essential. I distinguish between offices es- 
sential to the convenience of jthe company and the public ; and office 
that is not essential for the general service, that is maintained purely, 
for the collection of business due to competition. There is a substan- 
tial economy that could be effected there, but it is not great enough 
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to warrant any Government experiment to bring about. What I 
have in mind in places where there is some branch office next door 
to a large manufacturing concern, purely for the business of that 
concern, or in a part of a building, as for instance, we have branch 
offices which are established across the street from a large, well 
equipped telegraph office in a building for the tenants of that indi- 
vidual building. One company goes in; the other company has to 
protect itself. 

Mr. Ramseyer. I don't necessarily have in mind national Gov- . 
ernment ownership to bring that about. You might bring it about 
by national incorporation of the companies. 

Mr. Reynolds. Or by creating a feeling of confidence between, 
competing companies. When they establish sound business prac- 
tices ; these things I speak of are contrary to your own business sense. 

Mr. Ramseyer. Has that experiment been tried anywhere? 

Mr. Reynolds. In the city of Grand Rapids, the Western Union 
Telegraph Co. has a large main office. Right across the street 
in the Michigan Trust Building is another office. Our office is in 
the next block. Three doors from it is another office. We have three 
offices in one street in two blocks. The office in the Michigan Trust 
Building is put in on the percentage plan, because the lady who runs 
the news stand and candy stand controls the business of that build- 
ing, and by giving her a high percentage, they are able to control 
the business in that building. They are buying the business. 

Mr. Ramseyer. Therfc is a waste there. 

Mr. Reynolds. Yes; there is a waste I don't permit the Postal 
Telegraph Co. to go into by authorizing or seeking business on 
that basis, and I am charged with going after the cream of the 
business. They are losing money on every dollar they take out of 
there. We had the same arrangement in that building, and when I 
became the general manager, I refused to renew it. 

Mr. Ramseyer. You made a statement yesterday that the Western 
Union was not earning the compensation which the Government was 
giving it. Is that the case, or have you figures to back up your 
statement ? 

Mr. Reynolds. The reports filed for the first seven months of 1918 
with the Interstate Commerce Commission show a decrease in their 
operating profits of $1,300,000 as compared with last year. I know 
from my own experience in the telegraph business that the five 
months of this year are going to be worse than the first seven months 
compared with 1917. We have been informed that, and from a source 
that we consider sufficiently reliable to be accepted that the com- 

fyensation allowed the Western Union Telegraph Co. for its land 
ines is in the neighborhood of $10,500,000, and as near as we can 
arrive at their earnihgs on the cables last year, it was $4,800,000. So 
if you add these you get a total to compare with their published 
earnings of the year before. y 

The Chairman. That is a matter, perhaps, you do not furnish of 
your own information? 

Mr. Reynolds. Adding these two together you arrive at a total 
compensation greater than they earned according to their official 
report for the preceding year. 

Mr. Ramseyer. How much? 
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Mr. Reynolds. That will be in the neighborhood of $1,000,000 more. 

Mr. Ramseyer. That is, getting $1,000,000 more from the Govern- 
ment than they made themselves ? 

Mr. Reynolds. On that basis. 

: Mr. Ramseyer. Are you making this statement of your own knowl- 
edge, or from what somebody told you ? 

Mr. Reynolds. Part of it from the reports published by the com- 
pany for 1917 and from the Interstate Commerce commission re- 
ports filed in the early part of this year. One of the members on the 
wire committee of control told us, and my own knowledge of the 
conditions that are affecting the company's earnings this year; the 
increase in wages in effect and the appeal of the Western Union oper- 
ating committee for an increase in rates. They can not meet these 
increases in wages that have been approved. 
"The* Chairman. You just expressed an opinion? 

Mr. Reynolds. Yes; the gentleman asked me how much. 

'Mr. Ramseyer. You got your figures from very reliable official 
sdurces, and from that you made your subtraction of $1,000,000 the 
Government is giving the Western Union over and above what they 
earned before. 

Mr. Reynolds. Yes ; in a year when they could not expect to earn 
as much as the year before. 

Mr. Ramseyer. That is not altogether? 

Mr. Reynolds. That is our own experience. 

Mr, Ramseyer. You could not have personal knowledge of the 
Western Union? 

Mr. Lamar. What do you assume the net earnings of the year be- 
fore to have been ? 

Mr. Reynolds. $14,000,000 and some odd dollars. 

Mr. Lamar. You say the compensation is $10,500,000? 

Mr. Reynolds. Over $14,000,000 for the land lines. I have no way 
of separating the cable earnings from the land earnings the year 
before. Their compensation by the Government is on the land lines 
only, the Western Union taking all the profits of the cables until this 
recent act of the Government in taking over the cable lines. Their 
net earnings in 1917, including the ocean cable traffic were $14,- 
212,504. They have eight cables, or did have. 

Mr. Lamar. Gentlemen, we have the figures from all the books on 
this matter you are dealing with. 

Mr. Holland. Just one question. If Government control should 
extend for two or three years, would it or not result in the practical 
destruction of the organization and present policies of the present 
companies? 

Mr. Reynolds. It would certainly result in the destruction of the 
properties of the Postal Telegraph Co. The plan on which they are 
tvbrJring now seems in the interest of the Western Union Telegraph 
Co., in so far as it enables them to maintain their staff organization 
and their office locations and equipments. 

Mr. Holland. Wouldn't that result in making it practically im- 
possible to return these properties to private ownership after the ex- 
piration of the period or extension? 

Mr. Reynolds. It would, no matter what the conclusion as to ex- 
perience. 
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Mr. Madden. Is it your idea that the Government took the tele- 
phone and the telegraph over as a war measure, or as an experiment 
as to how successfully we could conduct Government ownership ? 

Mr. Reynolds. I tell you, Mr. Madden, if we are in a great war 

Mr. Madden (interposing). Was it your idea that it was a wai 
measure just to facilitate the transaction of the public business? 

Mr. Reynolds. Speaking for my own company, there was no situ- 
ation at that time which required the Government to take over the 
control of the telegraph lines for the public safety. Our service was 
being maintained and we were in a better position to maintain its in- 
tegrity under private management without interference than we have 
been under control. 

Mr. Steenerson. Did you comply with all the requirements of the 
War Department? 

Mr. Reynolds. Every one, sir, and loyally. We believed that th© 
Government, having decided a thing, it must have sufficient knowl- 
edge on which to base its decision, and we accepted its decision for 
that reason. Secondly, we believed that we were going to get these 
properties back, and we could not afford to let down in the standard 
of our service or our methods, because that would react against our- 
selves later on. 

Mr. Ramseyer. After the Government took these wires over, was 
there more secrecy than before; that is, was there anything done to 
safeguard these messages against leaks than before ? 

Mr. Reynolds. Absolutely nothing done to safeguard the mes- 
sages. , The minute after taking over the telegraphs our operators 
and chief operators, that had political connections, began to get in 
touch with their Congressmen and Senators, and boast of it, and as a 
general proposition, I would say there is less secrecy. 

Mr. Ramseyer. When the Government took them over, these opera- 
tors were not put under oath? 

Mr. Reynolds. Not at all; no change in that way. 

Mr. Madden. We did not take them over to experiment on Gov- 
ernment ownership, but to safeguard the Government's interest, and 
that was the only authority we had to take them over. 

Mr. Ramseyer. Yesterday you heard the testimony of Mr. Putnam, 
of Minnesota, and heard him describe their scheme of two spheres 
of influence, giving one company one part of the State,- and another 
company another part, doing away with competition. Could any- 
thing like that be done with reference to the Western Union and 
Postal, dividing the country up into spheres of influence* doing away 
with wasteful competition? 

Mr. Reynolds. I think that the nature of the business is different. 
I. do not think that the telephone and telegraph business can be 
judged exactly in the same way. As I have stated before, I think . 
it would be a great mistake to do anything to eliminate competition 
in the telegraph business.^ 

Mr. Ramseyer. You think competition is for the public good? > 

Mr. Reynolds. In the telegraph business; I have never lived in a 
community where there is more than one telephone system, and I 
have always lived in the East. I have been in the telegraph business 
and I do. not know anything about the telephone business, except 
such experience as we now get in long distance telephony, and I see . 
no reason why that should not be done in the long distance service. ' 
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We have 22,000 miles of equipment and operate for long distance 
service at the present time, and we are doing substantial long distance 
telephone business that is first class and superior to the Bell system 
between the points where we have it in operation at lower rates and 
longer time periods. Our operators in these towns, the West, South- 
west, and South will tell you, who have had experience with it, of 
the superiority of our long distance service. 

Mr. Ramseyer. You do not operate in the North ? 

Mr. Reynolds. We reach Chicago, and as far east as Cleveland, 
and we are making an addition to our underground cable in the city 
of Buffalo and New York. We can then give long distance service 
right into New York. 

Mr. Ramseyer. Over the same wires? 

Mr. Reynolds. Over the same wires, by composites, as they speak 
of these wires. We have developed a long-distance service for the 
past five years, and that, as I said the other day, is one of the dis- 
turbing factors to the Bell Telephone Co. We threatened their 
monopoly in the long distance business, and that is the form of 
business that can be carried on without the inconvenience of having 
two phones. I do not know from personal experience whether hav- 
ing competition in the telephone service is objectionable or not. I 
can only infer from the fact that the independent companies have 
been prosperous and lived all those years that they must having been 
filling a need in their business, 1 can not speak with first hanct 
knowledge, but as to long-distance telephony I can speak, because 
we are giving it without subjecting our patrons in business to any 
inconvenience, with better service, at lower prices. 

Mr. Ramseyer. Do you let them interchange on your wire with 
the phone of some other company ? 

Mr. Reynolds. We run a special route to the patron's office from 
our office and in a town where we have correspondents we have a 
route running to the office of the correspondents. 

Mr. Ramseyer. You simply connect with big business houses? 

Mr. Reynolds. Principally, so far. 

Mr. Ramseyer. You don't aim to serve families and private homes! 

Mr. Reynolds. That is a developing service. 

Mr. Ramseyer. You don't, however? 

Mr. Reynolds. Not yet ; it is a developing business. 

The Chairman. Can we let Mr. Lamar ask a few questions. We 
are extending this out. It simply looks like a fight between these two 
companies. 

Mr. Ramseyer. It certainly does. 

Mr. Reynolds. We are perfectly willing to fight it out with the 
Western Union. 

Mr. Madden. After the Postmaster. General took over the cable 
lines and after he took them over, the contract being entered into 
between the telephone ( companies for compensation doesn't include 
compensation for the cable companies. 

. Mr. Reynolds. The Postmaster General on November 16 took over 
the control and operation of cable lines, but it is the practice to enter 
into separate compensation agreements with separate companies, and 
that is why the compensation of the cable companies is not embodied 
in this award that has been given to us for the land lines, which is a 
separate matter. 
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Mr. Madden. The receipts of the cable lines would be shown 
by the companies in contradistinction to the receipts from the land 
lines ? 

Mr. Reynolds. Y^s, sir. 

Mr. Madden. So that the Postmaster General would be able to 
enter into a contract with the cable lines on the basis of their re- 
ceipts without respect to anything that might be done with the land 
lines. 

Mr. Reynolds. Yes, sir. 

Mr. Lamar. The cables were taken over long after the telegraph 
and telephone agreements were negotiated. 

Mr. Madden. Long after; yes; after the armistice was signed. 

Mr. Randall. The Postal Telegraph Co. operates, I understand 
you to say, in 1,000 cities. You maintain 1,000 independent offices? 

Mr. Reynolds. About that. 

Mr. Randall. And the other company 2,500? 

Mr. Reynolds. 2,200 to 2,500. 

Mr. Randall. And a number of offices in railroad offices? 

Mr. Reynolds. I think their total varies from 22,000 to 25,000. • 

Mr. Randall. Say 25,000. The cities in which you operate furnish 
a much more profitable business than they do in these additional 
places? 

Mr. Reynolds. That all depends upon the contract arrangement 
the Western Union has with the railroad companies. 

Mr. Randall. As a business proposition you have got a profitable 
field in the 1,000 cities, more so than the spreading out into 28,000 
cities? 

Mr. Reynolds. Yes, but give me 20,000 railroad stations, the op- 
erators in which are paid by the railroad company and the entire 
telegraph tolls paid over to me, and 

Mr. Randall (interposing). I refer entirely to telegraph business. 
Your business is more profitable operating in 1,000 cities than op- 
eratingin 28,000 cities? 

Mr. Reynolds. That -would depend on what it cost to operate the 
25,000. • 

Mr. Randall. Evidently it is more profitable because you don't 
extend your business. 

Mr. Reynolds. You must keep in mind the Western Union does 
not operate in 25,000 cities. It is able to accept telegrams at that 
number of cities at the railroad company's stations. 

Mr. Randall. What I am getting at is, if the other company op- 
erated the same business way you do, which you undoubtedly con- 
sider the best, the people of this country would only be served in 
1,000 places ; all the rest of them would be without service. 

Mr. Reynolds. No. As I said, a telegraph company must be a 
telegraph company. It must get out and serve all the communities 
where there is a demand for its business, and that is what the tele* 
graph companies have always done. But we have lines where we go 
right through villages where the Western Union Co. offices are now. 
There is not enough business there to support the one that is there, 
and it would be a foolish and bad practice to establish an office in 
that town which is just about supporting a Western Union office 
and thus have two telegraph offices, both losing money. 
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Mr. Madden. You could serve that community if it is necessary? 

Mr. Reynolds. Yes, and we will do it. We have a great many 
offices of that sort where we go in with our lines, as in Alexandria. 

The Chairman. Let us have Mr. Lamar ask ftis questions now, if 
you are through, gentlemen. 

Mr. Lamar. Mr. Reynolds, you say you were discharged on No- 
vember 30. You were here in Washington on November .30, on the. 
date of your discharge ? 

Mr. Reynolds. Yes, sir. 

Mr. Lamar. Before that instance you talked with the Postmaster 
General, did you not? 

Mr. Reynolds You mean before November 30? 

Mr. Lamar. No ; on November 30, before he told you that you were 
going to be discharged. 

Mr. Reynolds. I think I did the listening that day. I didn't do 
any talking. 

Mr. Lamar. In that very conversation that day before he had 
these. letters on you and told you you would be discharged, you had 
expressed very great sympathy with what was being done and your 
loyalty to the entire project? 

Mr. Reynolds. I didn't express any sympathy with what he was 
doing ; no, sir. 

Mr. Lamar. You did not? 

Mr. Reynolds. No, sir ; he didn't give me any and he made a stump 
speech and I listened. 

Mr. Lamar. Let us get ahead here. You spoke of the attitude Mr. 
Lewis took in Congress. You know the wire control committee con- 
sists of the Postmaster General as chairman, and three other gen- 
tlemen, one being Mr. Lewis, do you not ? 

Mr. Reynolds. And his assistant, Mr. Braceman; he is on the 
committee. 

Mr. Lamar. He is not on the committee. 

Mr. Reynolds. He was at the conference when our compensation 
was discussed, and he was a Bell telephone lawyer within a year. 

Mr. Lamar. That has nothing to do with this question. We want 
to get information from every source, and from you when you will 
help us. 

Mr. Reynolds. The situation can not be understood unless every- 
thing is known that has been going on. 

Mr. Lamar. I am perfectly willing to have everything known. 
We want something known with respect to what you have been 
doing. 

Mr. Reynolds. Yes, sir; I come here with clean hands. 

Mr. Lamar. Let us get back to this Lewis incident. Please state 
to this committee whether or not the Postmaster General or the wire 
committee has done anything, said anything, taken any course that 
indicates that the wire control committee, with the Postmaster Gen* 
eral at the head of it, proposes to follow the policy that you say Mr. 
Lewis advocated on the floor of Congress beiore he became a mem- 
ber of the wire committee. 

Mr. Reynolds. Mr. Lewis was a member of the committee of 
award. He has spoken very plainly of what his ideas were, and we 
find in practice that we are getting just about the sort of treatment 
that four years ago he said 
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Mr. Lamar (interposing). As far as the kind of treatment you 
are getting goes, the record here is going to show precisely what 
kind of treatment you are getting, and we want to ask you some 
questions along that line. 

Mr. Reynolds. And in connection with the general subject of what 
the committee is doing, there are certain things that occurred. The 
Western Union Telegraph Co., since the Government took control, 
organized an association known as the Western Union Employees' 
Association. 

Mr. Lamar. You know that association was organized before 
Government control? 

Mr. Reynolds. It is about coincident with it. 

Mr. Lamar. Organized before and you know that perfectly well. 

Mr. Reynolds. It is known as the Association of Western Union 
Employees. In the early part, immediately after the Postmaster Gen- 
eral took control, he authorized the officers of that association to en- 
roll the employees of the post office in the Association of Western 
Union Employees. That would result in breaking down the individ- 
uality and spirit of the Postal forces ; its morale. 

Mr. Lamar. Mr. Reynolds, you know that the organization ex- 
isted, and that certain additional wages were allowed by the Post- 
master General, to cover all telegraph operators of the same class, 
whether they belonged to the Postal or whether they belonged to the 
Western Union T 

Mr. Reynolds. You are speaking about the letters? 

Mr. Lamar. No; I am talking about the order you mentioned in 
August. And that order had relation to nothing else except to enable 
the Postal employees to get the benefit of this increased wage that 
was given to the Western Union people. 

Mr. Reynolds, I beg your pardon. The increased rate in August, 
1918, bv the Postmaster General, was a substitute for the semiannual 
bonus that the Western Union Telegraph Co. had previously prom- 
ised its employees. 

Mr. Lamar. And some addition in wages, too. 

Mr. Reynolds. Our employees were never promised a bonus and 
that increase in wages was not designed for our employees, never 
went to our employees, and we were never notified. 

I can speak from first-hand information. The officers of that asso- 
ciation came here and thev were received and thev were authorized 
to enroll our people and their association came back to New York, 
and instead of coming to me or to any authorized person they got 
in touch with a subordinate chief in our service who happens to be 
the secretary of one of the aid societies, and asked him to take up the 
work of enrolling our employees. 

Mr. Lamar. Did the Postmaster General, or did the wire com- 
mittee let you have the facts. We don't care to know what these 
labor organizations did. 

Mr. Madden. Let him answer his own way. • 

Mr. Lamar. I want to know what the department did. This gen- 
tleman is going afield. I am trying to ask him pertinent questions 
all morning. I am afraid the committtee will adjourn first. 

Mr. Reynolds. This man, like most of the Postal people, is loyal; 
they are loyal to it. He came to me. I said, " Well, go ahead and 
get the full story," and he came back with a copy of the constitution 
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and by-laws of the Western Union Association, with a typewritten 
sheet of a proposed amendment to be embodied in their constitution, 
authorizing the enrollment of the Postal employees. 

Mr. Lamar. What did the Postmaster (xeneral and wire com- 
mittee have to do with that ? 

Mr. Refnolds. The president of the local association in New Or- 
leans prepared notices to the same effect : 

We have been authorized by the Postmaster General to enroll Postal em- 
ployees In our association, and I would like to have you put these notices on 
the bulletin board in the New Orleans ofliee, setting forth the terms and con- 
ditions and advantages. 

That was sent to me and I sent it to the Postmaster General, with 
a letter that I didn't believe it possible he would authorize any such 
thing as this, that it seemed inconceivable that employees of the 
Postal Co. should be enrolled in an association known as the Asso- 
ciation of Western Union Employees, and he never acknowledged 
the receipt of that letter or told me or repudiated it; and very 
shortly after I was removed as general manager of the Postal Tele- 
graph Co., the Western Union Association president came down to 
our New York building with a proposition that he go ahead and do 
that very thing. 

Another thing, I got hold of the original letter from the Western 
Union commercial superintendent to one of our managers telling him 
that when the Post Office Department got through with this con- 
solidation of offices there wouldn't be any such thing as the Postal 
Telegraph offices, and if that particular m*in wanted a job he should 
get on the band wagon now. I sent that original letter to the Post- 
master General, but he never acknowledged it of- anything about it. 

Mr. Lamar. You know very well that the attitude of the Post- 
master General has been in public statements and statements in rela- 
tion to their labor organizations, that it was not a matter of con- 
cern to the department whether the men belonged to one labor or- 
ganization or another or whether he didn't belong to ai^y organiza- 
tion; that their services would be required and interests protected 
according to what they merited in view of the services. You know 
the Postmaster General has taken that attitude with regard to all 
these organizations. 

Mr. Reynolds. I only know about my ojvn case. Men have gone 
up the line in Newburg, Poughkeepsie, Albany, Utica, Syracuse, and 
on from the Western Union Telegraph Co. and said : 

We have come here to take an inventory of your apparatus, to show what is 
necessary to consolidate. 

I have called attention to these things. A horde of secret-service 
agents of the Western Union Co. were let loose last August and 
went through these offices sowing the seeds of fear in the perma- 
nency of our positions, to break down the morale of our forces, and 
I have appealed against it without any assistance from anybody. I 
have had to meet underground methods. 

Mr. Lamar. The department couldn't be held responsible for th* 
action of that labor organization. 

Mr. Eeynolds. That is not a labor organization. 

Mr. Lamar. There is another organization; the telegraphers 
union went throughout the country when the Government took hold 
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of these wires and used the same sort of argument to get everybody 
in that union, and Konenkamp filed a statement here the other day 
showing the attitude of the union with regard to these things. 

Mr. Reynolds. It has very much to do with maintenance of our 
business and staff organization where we have got to combat against 
servet service agents and the Government and everything else. 

Mr. Lamar. Let us get down to asking necessary questions so as to 
make some progress. This general plan of conservation of labor 
and material and time was advocated by you from your letter of 
August 1 until the time you were relieved from duty. You sug- 
gested the closing of these duplicate stations around in the hotels. 

Mr. Refnolds. No, sir. 

Mr. Lamar. And unneccessary employees, unnecessary rentals, un- 
necessary use of operators. You told the Postmaster General and the 
wire committee that every operator in a hotel who was receiving and 
sending messages to the central office was simply drawing one oper- 
ator from the service, adding that additional cost, and adding the 
cost of another operator at tne receiving office to receive that mes- 
sage to put it on the main trunk lines. You showed the waste of that 
business, didn't you ? 

Mr. Madden. He testified to that a while ago. 

Mr. Reynolds. I testified to-day that was at the time when this 
country was at war. 

Mr. Lamar. Let me get to the point of the question. The dupli- 
cation of offices in the various cities to a certain extent is some kind 
of a waste, and is certainly a proper subject for study of the situa- 
tion to see if there were not similar wastes in various cities anala- 
gous to the waste mentioned; is that correct? Was that a proper 
subject of study ? 

Mr. Reynolds. It was. And I think if the gentlemen of the com- 
mittee will read my letter of August 1 they will- agree as business 
men that it gave the Postmaster General certain concrete sugges- 
tions of great value. 

Mr. Lamar. Now, as a mater of fact, these studies have been made 
in the various cities to see how much rent, how much duplication 
can be eliminated. Your agent in each one of these cities has formed 
one of the members of the committee, the local postmaster, and a 
member from the Western Union. We have some hundreds of re- 
ports coming in from those committees in each city in which they 
report in detail just what saving could be affected by the elimina- 
tion of these duplicate offices in those cities. 

Mr. Reynolds. You haven't followed the thought that I suggested. 

Mr. Lamar. Whether I followed your thought or not, we are get- 
ting information the committee wants in its deliberations on this 
matter. 

Mr. Reynolds. You are not geeting the information you think 
you want because you didn't go about it the right way to get it. 

Mr. Lamar. We didn't go about it in the way you in your wis- 
dom would suggest, but we went about it in a systematic way to get 
information on which action might be taken in the future. 

Mr. Reynolds. The facts — keep them in mind. 

Mr. Lamar. No action has been taken to consolidate these offices, 
as a matter of fact, yet ? 

Mr. Reynolds. No. 



GOVERNMENT CONTROL OF TELEGRAPH AND TELEPHONE. £03 

Mr. Lamar. You haven't been injured by it yet? 

Mr. Reynolds. Yes, we have. been injured in what I consider one 
of the most vital parts of our business, in the spirit of our organiza- 
tion, its self-confidence; its efficiency has been lowered. 

Mr. Lamar. You suggested to these committee men, your men in 
these various cities operating on that committee under an authority 
of the Post Office Department. I want you to state where any such 
practice was practiced by the Post Office Department, directly or in- 
directly. 

Mr. Reynolds. It is very hard to define. I know what they have 
been doing and what is in there minds, and my dismissal didn't do 
anything more than emphasize that. 

Mr. Lamar. Did you think you could practice the duplicity with 
the Postmaster General which you practiced in sending out that com- 
munication and expect to continue in the service ? 

Mr. Reynolds. There was no duplicity in it, and he was by un- 
derground methods breaking down our business methods and staff 
organization. 

Mr. Lamar. This allegation of underground methods — talk facts 
If you have any facts to show underground business, nobody \*dll 
welcome them more than the Post Office Department, to be put into 
this record. I object to your making general slurring statements of 
that sort without showing the basis for your statements, which I 
characterize as unwarranted and unjust, and untrue, because I do 
know something about the way this wire committee has been con- 
ducted. 

Mr. Reynolds. What construction could you expect me to place 
upon an authority given this association to enroll our employees with 
out my knowledge? 

Mr. Lamar. There was absolutely no such authority as far as a 
positive authorization was concerned. There was a general declara- 
tion by the Postmaster General that he didn't care what association 
they belonged to or what organization they belonged to ; that every 
man would have to stand upon his merits regardless of what organi- 
zation they belonged to. I will put that statement in the record. 

Mr. Reynolds. Do you think, Mr. Lamar, in a period of tem- 
porary control it was proper for the Postmaster General to authorize 
postal employees to enroll in the Western Union Association? 

Mr. Lamar. The Postmaster General is being attacked by these 
labor organizations as opposing what they want to do ; increased 
wages whether the revenues of the office sustain it or not. The Post- 
master General came out and made a frank, open statement to the 
public and the labor organizations that it made no difference with 
him whether they belonged to one organization or another, or 
whether they belonged to none of them ; that the Post Office Depart- 
ment was going to handle this wage question on the merit basis re- 
gardless of the organization they belonged to. This is the only au- 
thority they received from the Post Office Department, and affected 
one organization like another. 

Mr. Reynolds. Do you think, Mr. Lamar, it was proper for the 
wire committee to appoint subordinates of mine, our district super- 
intendents, and line staff to arrange for consolidation of telegraph 
offices without consulting with me, while at the same time you hold 
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me responsible for the maintenance of the service and discipline over 
the staff? 

Mr. Lamar. The Post Office Department observes the same care 
with respect to that it does with respect to post offices. 

Mr. Reynolds. It is a position that is a little different. 

Mr. Lamar. The committees are appointed from among post office 
clerks ; wherever there is a body of men you can find competent men 
to report to the department. That committee is named without any 
regard to their superiors or their subordinates. This wire service is 
on exactly the same principle we are conducting the postal service. 

Mr. Reynolds. But you should have made allowance. These men 
were taken away from their regular duties ; they were there to follow 
and supervise operations, to supervise the financial affairs in their 
districts, to see after the collection of bills, and the protection of the 
company funds. I was responsible for that. 

Mr. Lamar. I will answer your question by saying that your con- 
duct with respect to the matter shown in this record, letters put in 
yesterday, shows that the Post Office Department made no mistake 
In not exalting you with regard to this. . 

Mr. Reynolds. I do not agree with you in that. There is nothing 
there in question about where my loyalty rested. I started out as my 
letter of August 1 shows, to give the Postmaster General the best 
advice possible. It did not take me long to find out he was not 
working on these lines. 

Mr. Lamar. If the Postmaster General wanted you to give infor- 
mation of help, he could have sent to you as the head of the office and 
would get your recommendations. He wanted it from the people on 
the ground who had the information and pursued that course. 

Mr. Reynolds. He did not go to the right source to get correct in- 
formation, or any information that is worth that to this committee. 

The Chairman. Is there any information that can be obtained in 
reference to your matters except from you ? 

Mr. Reynolds. Oh, yes; but as general manager in charge of 
operations, they ought to be secured through me as long as I was in 
charge. 

Mr. Steenerson. At this time you referred to, was this before 
your discharge? 

Mr. Reynolds. Yes. 

Mr. Lamar. In your testimony yesterday, you stated that the re- 
ports to the Interstate Commerce Commission show simply the 
equity of the local companies in plants. I have before me a copy of 
one of the sworn reports made by the American District Telegraph 
'Co. of Philadelphia. This standard form of the Interstate Com- 
merce Commission reports on page 200, comparative general 
balance 

The Chairman. Page 200 of what? 

Mr. Lamar. Of this report. 

Mr. Madden. That is the report of the office of the Interstate 
Commerce Commission. 

Mr. Steenerson. Is that one of the 39 companies? 

Mr. Lamar. One of the original reports for the year ending De- 
cember 31, 1916. We have all these reports over there, and there is 
an expert from the Interstate Commerce Commission here, who made 
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the report to the Post Office Department that decided the Postmaster 
General definitely with respect to the compensation agreement in 
this case. Now, at page 200, here is the title, 200-a comparative bal- 
ance sheet, asset side. Then follows instructions as to how to make 
up these figures. Then instructions covering the accounts listed in 
this schedule sheet, the informal statement of accounts of the tele- 
graph company. The entries in this balance sheet should be consist- 
ent with this, in the supporting schedule on the page indicated. 
Items on line 10 should be the sums of those on lines numbers 5 to 
9 inclusive. The entries in the short column (B-2) should be de- 
ducted from those in column B; in order to obtain corresponding 
entries for column C all credit entries hereunder should be in red ink. 

Now, then follows the following : " Investments " — that is a head- 
ing first column, balance at beginning of year (a) $30,405.48; plant 
and equipment on January 1, 1914 (see page 202), $30,405.48. Then 
there is another column, plant and equipment since December 3l T 
1913, page 204. There is no entry here. That provision is for car- 
rying on the additions, or bringing in rather, the moneys spent dur- 
ing the year for additional plant. 

Will you please examine that, and see if you can figure out how 
that represents the equity that a local company may have in that 
property? (Handing ledger to witness.) 

Mr. Beynolds. Perhaps the word equity is not the happiest expres- 
sion to apply to a $30,000 plant. 

Mr. Lamar. Is that sworn statement as to the investment in that 
building unequivocal? 

Mr. Reynolds. Gentlemen, Mr. Lamar's reference to these things,, 
and his repetition of them all is all for the purpose of covering up 
and confusing the question really that is before us. Our books have 
been examined by the State bodies, revenue department, and Inter- 
state Commerce Commission, and they have accepted these books ; it 
has been explained to them that these statements have been given this 
way 25 to 30 years. They were started off with a nominal value of 
one sort or another and these values have been continued, and when 
the Interstate Commerce Commission's^ rule of accounting had not 
come into effect until 1913-14; I think very recently. The only 
thing anybody could do, filling these forms would be the figures ap- 
pearing on the books of accounts as of that time, and that is what 
has been done, and these accounts were made and examined and 
everybody has had it explained to them. There is no thought in 
anybody's mind that $50,000 represents the actual value of the prop- 
erty of this company. 

Mr. Steenerson. What does it represent? 

Mr. Reynolds. It represents the value of the property owned by 
this A. D. T. Co. It is, I would say, its equity in that property. It- 
is a nominal value that the property was turned over to that date ; 
deeded over at that nominal value, and they have entered it upon 
their books in that way as applied against the capital stock. The 
stock was issued for the property. 

Mr. Lamar. The value, as stated, would be the true statement of 
value, but it would not be the true statement of the amount of money 
invested ? 
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Mr. Reynolds. Not at all ; value as turned over to this company. 

Mr. Lamar. What is the object of the Interstate Commerce Com- 
mission's report? Do they base taxes or charges? 

Mr. Reynolds. Nothing at all. 

Mr. Black. I haven't understood that rule, the purpose of making 
these reports to the Interstate Commerce Commission. 

Mr. Reynolds. They are statistical reports, as I understand, re- 
quired by the Commission." 

Mr. Black. Do they base the rates on the nature of the reports ? 

Mr. Steenerson. If they did, they also figured the lower the rate. 

Mr. Reynolds. That is the point I tried to bring out yesterday. 
Low capitalization would operate against us in every way and not in 
our favor. 

Mr. Black. Are these reports of the Interstate Commerce Com- 
mission used as a basis of taxes in any of the States? 

Mr. Reynolds. No, sir; most of the States are adopting this form 
of reporting a statistical report for such use as they make of it. 

Mr. Lamar. They furnish this same sort of reports to the State 
boards. 

Mr. Reynolds. And the State boards are getting them and exam- 
ining them. 

Mr. Lamar. That is the only published data with relation to the 
operation of your company that has been made previous to the tak-' 
ing over of these properties during Government control; is it not? 
Has there been any published statement of your companies previous 
to the taking over of these properties except these reports? 

Mr. Reynolds. No, and there has not been since. 
' Mr. Lamar. That is, historical data with respect to your company? 

Mr. Reynolds. But if this wire committee is possessed of com- 
mon sense and honesty in dealing with compensation, why does it 
place such emphasis on nominal value of our plant? They are 
merely operating, not buying us. 

The Chairman. They use it for the purpose of taxation. 

Mr. Lamar. I have a paper I wish to go into the record. There is 
.a printed statement prepared by the Interstate Commerce Commis- 
sion showing the compilation of the data contained in the reports 
of these 39 companies. In addition it has one on the North Ameri- 
can Telegraph Co. We are informed by your counsel these figures 
in ink take out of the aggregate figures all data with respect to this 
particular company. Now, will you examine that report and say if 
you can whether it represents the composite statement of the Postal 
Co.'s operation for the period named ? 

Mr. Reynolds. I couldn't do that here, Mr. Lamar. If you want 
to submit that in the record, I wouldn't object to it, but it would 
have to be on your recommendation, not my approval. I know noth- 
ing about it. I did not prepare these reports and to ask me to 
pass on that 

Mr. Lamar. You haven't seen any of these reports ? 

Mr. Reynolds. Not in the tax bureau, and I haven't seen them. 
Mr. Holland. Is it true or not that in the several States you are 
taxed on the valuation of property on your gross earnings? 

Mr. Reynolds. It varies in the different States. We are really 
taxed on our physical values. Whatever basis applies to us won*t 
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apply to all other companies. If there is a tax based on receipts, my 
point is inasmuch as we give all our local companies a proportion 
of the tolls sufficient to enable them to meet all its operating expenses 
it gets a greater gross revenue out of our arrangement than it would 
actually earn. A company I have in mind do not operate 2 per cent 
of the wires of the system, but it is allowed to retain in its gross 
.earnings 90 per cent of the interstate business handled by it, so our 
taxes in the various States are paid on the same basis as any other 
telegraph company. 

The Chairman. How much tax do you pay in all the States? 
Mr. Reynolds. I think it is $180,000 a year. 
The Chairman. Upon a valuation of $6,550,000? 
Mr. Reynolds. No, sir; it is not based upon that at all. It is 
based upon license fees and taxes; based upon physical values, gross 
earnings, net earnings, all sorts of things. There is no uniform basis 
for the tax. 

Mr. Lamar. Of course, these reports of th^ local companies show 
the revenue, whether it is a State law taxing them upon gross or net 
earnings; if this is the only statistical data, if they follow this it 
would be very much less than the actual money. 

Mr. Madden. Suppose you were the assessor in a local community, 
Mr. Lamar. Would you undertake to ascertain the property and its 
value and base your assessment on that or take some paper statement 
somebody made about it? 

Mr. Lamar. I would certainly go to the historical data and use 
that for what it was worth. 

Mr. Madden. Would you make the assessment on the property 
itself? 
Mr. Lamar. As best I could. 
Mr. Reynolds. That is what they are all doing. 
Mr. Lamar. This gentleman here has not quoted all the informa- 
tion that was furnished to us with respect to the same companies in 
the questionairre placed. in parallel columns with respect to these 
properties, and I think it ought to go into the record along with the 
memorandum that was made by Mr. May, who belongs to the statis- 
tical division of the Interstate Commerce Commission. He is one 
of the statisticians of that division of the Interstate Commerce Com- 
missiion who reported on both sets of these figures in the question- 
airre, and represented the Interstate Commerce Commissiion before 
the Postmaster General or the wire committee took any action in 
regard to this contract. This memorandum is very instructive. 

Mr. Madden. Here is a memorandum made before we passed upon 
the compensation proposition of the Postal Co. 

Mr. Reynolds. I will add, as long as you are filling up the record, 
just one statement. Since August 1, 1918, we have been operating 
under the Government and for the Government, and in three months, 
August, September, and October, we, through our organization, 
actually made for the Government $1,020,000 profit from operations. 
We, under the award Mr. Burleson has given us, we are to be per- 
mitted to retain $420,000. The other $600,000 under the explanation 
made to us is to be added to that general slush fund. 
Mr. Black. I really would object to that. 
Mr. Reynolds. General fund. 
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Mr. Lamar. What is your objection to going into the Court of 
Claims and asking them to dispose of the difference in your sworn 
statement ? 

Mr. Reynolds. I haven't refused to go there, but I have read the 
experience of John Pies and John Dies. 

Mr. Lamar. Just one more question. What do you consider to be 
the value of the land lines of the Postal Company? 

Mr. Reynolds. If you put it value of land lines and its business, 
the value would depend upon what rate you capitalize our return 
from the properties. 

Mr. Lamar. You wouldn't say the physical value of the Postal 
Company was more than $28,000,000, would you? 

Mr. Reynolds. I certainly should, and further I would say 

Mr. Lamar (interposing). I mean the value of the property. 
Leave out the going concern value or the good will. The physical 
valuation of this property — would you say as much as $28,000,000? 

Mr. Reynolds. Oh, certainly greatly in excess of that, and fur- 
thermore, I would say that anybody who denies us compensation for 
the business and good will built up in 35 years is depriving us 

The Chairman (interposing). Of a property right? 

Mr. Lamar. Would you say $40,000,000? 

Mr. Reynolds. I do not care to go into any guesses. 

The Chairman. You said over $28,000,000? 

Mr. Reynolds. I would say that without fear of contradiction so 
much has gone into the property long before my time. 

Mr. Lamar. Do you consider your system would present more per 
mile of line than the Western Union ? 

Mr. Reynolds. I haven't examined the lines pole for pole, but the 
Interstate Commerce Commission is engaged now in doing that 
thing. 

Mr. Lamar.. Would you say 25 per cent more than the Western 
Union, pole for pole, would be sufficient to cover the difference be- 
tween the two properties? 

Mr. Reynolds. I have no information with regard to the relative 
value of the two properties, and would not commit myself. 

Mr. Lamar. For your information, in order to get $28,000,000, we 
did add 25 per cent more per mile to your mileage. 

Mr. Madden. Is that arbitrary? 

Mr. Lamar. Yes. 

Mr. Madden. What is the good of your figures then? 

Mr. Lamar. $28,000,000 worth of property at 2 per cent deprecia- 
tion would amount to about $560,000 a year. 

Mr. Reynolds. But you are dealing with us on the question of 
compensation, not purchase. 

Mr. Lamar. We have to use all the data we can get to find its 
bearing. 

Mr. Reynolds. You come in and take one million dollars of cash 
of ours and tell us we are not to have that cash. We are not trying 
to sell our property and Congress has not authorized you to buy it 
or gather the data on which to arrange the purchase. 

Mr. Lamar. You don't think Congress has a right to inquire 
whether the Government should pay you 63 per cent of the value 
of your property that you reported to the Interstate Commerce Com- 
mission as compensation? 
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Mr. Beynolds. I am not questioning Congress' right. I don't 
think you are expresing the views of Congress. 

Mr. Ramseyer. It is not a question of Congress ; but a question of 
the Post Office Department. 

Mr. Lamar. That is what is going on here now, gentlemen. An 
inquiry into this matter, and Congress has the right to inquire. 

Mr. Ramseyer. Congress takes care of itself. 

The Chairman. Here is the situation. You have got property 
which you say is worth more than $28,000,000. 

Mr. Lamar. That is the first time we have been able to get that out 
of them. 

The Chairman. Property upon which you say you earned $4,200,- 
000 last year; property which this report says you returned to the 
Interstate Commerce Commission at $6,450,000, and upon all of that 
property you say you have only paid $150,000 tax. Was that tax 
based upon $28,000,000 to $40,000,000 you say it is worth, or upon 
the $6,450,000 you reported it to the Interstate Commerce Com- 
mission ? 

Mr. Reynolds. It was taxed by assessors in the various cities and 
municipalities under their usual practice. 

Mr. Madden. I move we adjourn. 

Mr. Ramseyer. Who is the wire committee you spoke of ? 

Mr. Lamar. The Postmaster General, Mr. Koons, Mr. Lewis, and 
myself. 

Mr. Eamseyer. Is that Lewis the same one on the tariff com- 
mission? 

Mr. Lamar. Yes. 

Mr. Ramseyer. And still drawing salary from this tariff com- 
mission ? 

Mr. Lamar. No ; nobody is drawing any additional salary. 

Mr. Ramseyer. Mr. Reynolds, you have been discharged by the 
Postmaster General. You are not now with the Mackay Co. ? 

Mr. Reynolds. I am still a vice president of the Postal Telegraph 
Co., but I have nothing to do with operations of the company. 

Mr. Ramseyer. Do you draw a salary as such ? 

Mr. Reynolds. Not from the Government funds. 

Mr. Ramseyer. Are you a stockholder? 

Mr. Reynoids. I am a stockholder in the Mackay Co. 

The Chairman. We will adjourn until 2.30 o'clock this afternoon. 

(Thereupon, at 1.15 p. m., the committee adjourned until 2.30 
o'clock p. m. January 22, 1919.) 

after recess. 

The committee met at 2.30 o'clock p. m., Hon. John A. Moon 
(chairman) presiding. 

The Chairman. Let us begin the hearing, gentlemen. 

Mr. Lamar. Mr. Chairman, just before you put Mr. May on the 
stand I want to put two papers in the record. It is difficult to follow 
all the statements that Mr. Reynolds makes, but this is a character- 
istic answer to a portion of his testimony. On October 2 the Post- 
master General issued an order, No. 2067, addressed to all telegraph 
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and telephone companies. The Postal and all the other companies 
received copies. This, the first paper I put in the record, reads : 

Information has reached the department that representations are being made 
throughout the country that it is the desire of the Governmen that employees 
of telegraph companies should join the Commercial Telegraphers' Union, the 
International Brotherhood of Electrical Workers, or other unions. These repre- 
sentations have no foundation in fact whatever. In its operation of the tele- 
graph and telephone systems the Post Office Department will not disinguish 
beween nonunion and union employees. Persons will be employed solely be- 
cause of their fitness for the positions to which they seek employment and must 
not be employed, discharged, favored, or discriminated against because they do 
or do not belong to any particular organization. 

Officers and employees of the telegraph and telephone systems will comply 
strictly with the provisions of this order. 

A. S. Burleson, 
Postmaster General. 

Mr. Madden. Mr. Lamar, while Mr. Reynolds was on the stand 
just before adjournment for lunch this question was put, and among 
other things Mr. Reynolds said that the so-called increase of com- 
pensation authorized to the telegraph operators and employees elim- 
inated from consideration the compensation which they were to re- 
ceive under his order a previous arrangement which they had with 
the Western Union, under which they receive a percentage of the 
profits of the company ; otherwise a bonus. 

Mr. Lamar. Yes. 

Mr. Madden. What do you know about that ? 

Mr. Lamar. The Western Union Telegraph Co:, in addition to 
their arrangements for sick benefits and things of that kind, have a 
fund which is a bonus they had heretofore during a number of years, 
a bonus paid once a year to those who came within certain require- 
ments, of the details of which I am not familiar, but it was a reward 
for attention to duty and regularity in their business efforts, etc. 
That bonus which was distributed once a year amounted to some 
million and a half dollars. About just before the Government took 
control they carried into effect by agreement with the operators who 
had, as they considered, a vested interest in this bonus, a new plan 
by which this money, which had been previously distributed as a 
bonus, should be added to their salaries, which they would get in 
their salaries every month instead of getting this bonus once a year. 
So that they put the bonus into the salaries and, incidentally, they 
did more than that. They agreed to pay them an amount which was 
not only an equivalent to a bonus, but equivalent to something in the 
nature of a million dollars in addition. 

Mr. Woodyard. As I understand, the Government is doing that. 
Is that a condition that exists to-day? 

Mr. Lamar. That was a condition existing before the Government 
took control. That agreement had been signed by the Western 
Union Telegraph Co. before the Government took over these prop- 
erties. 

Mr. Woodyard. What is the situation as far as it exists to-day ? 

Mr. Lamar. No interference has ever been made ; it has continued 
to conduct the company in the same way it was conducted previously. 

Mr. Woodyard. I do not understand it so. With the permission 
of the committee, I have a letter here from the employees; from 
Parkersburg, W. Va., dated January 20, 1919 : 
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We, the employees of the Western Union Telegraph Co. of this city, respect- 
fully invite your attention to the way we have been dealt with in regard to 
salaries and working conditions by this company, and under the Post Office 
.Department of .the United States. 

As you know" the wire companies of the United States were taken over and 
operated by the Government on account of an agitation brought about by exist- 
ing working conditions, and which the Government sincerely promised to 
correct. 

In order to minimize the unrest which was growing among the employees, 
and to continue its policy of denying them the right to affiliate themselves with 
the Commercial Telegraphers' Union of America, and at the same time endeavor- 
ing to meet the Government's demand for an efficient system of telegraphic 
communication, the Western Union Telegraph Co., aided in every way possible 
the formation of an association made up of its employees, which would have as 
its purpose the advantage of collective bargaining. This association was 
formed, and representatives were sent to confer with the management of the 
Western Union upon a just schedule of working conditions and wages. And 
we believe that we have sufficient cause to think the employees at large, or 
their representatives, were misled. 

Nothing approaching justice toward adjustment of the difficulties was 
accomplished, and contrary to the by-laws enacted by the Association of 
Western Union Employees, the schedule which was signed by the officials of 
the Western Union, and later presented to Postmaster General Burleson for 
his approval, was not made known to the employees until after it had been 
approved by him. This schedule, as represented to the employees, should be 
effective as of August 1, 1918. 

Believing in the integrity of the officials of both the company and the Gov- 
ernment, and having faith in the representatives who were in conference with 
Postmaster General Burleson, there was no further agitation on the part of 
the employees. 

Prior to control by the Government, the Western Union Telegraph Co. paid 
what was termed a special dividend to its employees, basing such payments 
on the length of service of said employees, and also on their salaries, making a 
fair return to all, and which enabled its employees to share with the company 
In their prosperity. Mr. Burleson saw fit to discontinue the special payments 
and in their stead increased the employees' salaries 10 per cent. 

On December 31, 1918, and to be effective January 1, 1919, the " adjustment " 
order was signed by Mr. Burleson, which, in substance, increased the salaries 
of employees having less than 1£ years of service with the company 5 per cent ; 
employees having 1£ years or more of service to receive 10 per cent, the fol- 
lowing conditions applying : 

" No increase shall serve to increase salary to more than $200 per month, or 
to apply in any cases or to any extent where its application would result in an 
increase of more than $35 per month since January 1, 1918." 

The order also discontinued the payment of " time and one-half " for Sunday 
time, directing that payment at the regular monthly rating be made. 

The " increase" taking effect January 1, 1019, and not as of August 1, 1918, 
as we were led to believe. 

On the face, there would appear to have been two increases granted to em- 
ployees since Government control became effective, but a small amount of 
study is sufficient to convince one that in reality no increase has been granted 
to the majority of the employees. On account of the increases granted to the 
employees in the early part of 1918 by the Western Union Telegraph Co. in 
amounts ranging from $5 to $20 per month, and applying the 10 per cent 
granted in lieu of the " special payments " as an increase, there were few 
employees who were eligible to participate in the 10 per cent increase granted 
under order of Postmaster General Burleson, January 4 (effective January 1, 
1919). Employees whose duties require them to perform Sunday time, though 
they be eligible to share in this increase, gain nothing, and in cases where 
the increase does not apply, employees doing Sunday duty would have less 
coming in than formerly, or their pay reduced. 

The abolition of the special payment can not be properly called an increase, 
as employees shared in this payment as early as December 20, 1916, and semi- 
annually thereafter until its curtailment by the Government. In some cases 
the 10 per cent increase granted under this order does not amount to as much 
as the special payment plan given us by the Western Union Telegraph Co. 
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The order signed by Postmaster General Burleson, and effective January 1, 
1919, contained the following paragraph : 

" The department feels that the telegraph employees are entitled to an in- 
crease, but the revenue conditions at this time would not justify these increases 
unless careful elimination of waste can be effected by the employees." 

In contradition to this statement Mr. Burleson issues to the public a decrease 
in rates on night telegrams, amounting to approximately 40 per cent. We 
do no believe the general public would care to take advantage of this sub- 
stantial decrease, if they knew it was at the expense of the employees. 

Therefore, we, the employees of the Western Union Telegraph Co., do ear- 
nestly solicit your valuable assistance in approaching the proper authorities in an 
effort to correct the injustice which we, your constituents, are the victims. We 
believe we are entitled to a much more substantial increase than that which 
has just been granted, as the aforesaid increase in reality is not an increase to 
many of the employees; the assurance by the Postmaster General to our 
representatives guaranteeing a satisfactory settlement to the employees have 
not been fulfilled. 

We believe there should be an extra compensation for those who are required 
to perform Sunday work, which should be at least one-half more than regular 
salary rating. In our opinion we think it is very autocratic that Mr. Burleson, 
as one man. should have power to discontinue time and half rating for Sun- 
day time, the same having been granted and in operation by the Western Union 
Telegraph Co. at the time the company was taken over by the Government. 
It looks to us as though Mr. Burleson, as director of wire communication, is 
placing the rights of the employees as a secondary matter at a time when, as 
he himself states, the revenue was not sufficient to meet the present expendi- 
tures. 

We believe the telegraph rates should be raised instead of reduced. You know 
everything (including public utilities other than the telegraph) have advanced 
since 1914 except telegraph rates. If there is not sufficient revenue to warrant 
a substantial increase to the employees the only wise and consistent thing to 
do is to raise the rates. 

The cost of living is extremely high and still increasing. We have to* pay the 
same prices as those whose income is much higher and whose employment does 
not require any more, and in most cases, much less skill than those in the em- 
ployment of the telegraph. We wish to state that we have not been shown as 
much consideration from the Government on this point as we received from the 
Western Union Telegraph Co. as a corporation. 

Further, during the period of " readjustment," that is the time the wage 
schedule of the Association of Western Union Employees was before Postmaster 
General Burleson for approval — August 1 to January 4 — no salary increases 
were allowed. This was a considerable loss to the employees in as much as 
the final settlement regarding higher wages affected so small a number of 
them. 

We believe we should be granted the increase as of August 1, 1918, which we 
were sincerely promised. 

In time of war, when our country needed the most faithful performance of 
duty from each individual, we cheerfully set aside our grievance and put our 
shoulders to the wheel as one man. Does the Postmaster General wish to re- 
ward us with this joke? Is an efficient system of communication less impor- 
tant in time of peace than in time of war? 

We know you will readily see the justice of our plea and do all In your 
power to find a way to remedy it. We do not wish to embarrass the Postmaster 
General in his work in any way but we can not but feel that he has made a 
grave mistake in this instance and take this means of bringing this very im- 
portant matter to your attention. We believe the case should be reviewed, or 
more thoroughly investigated. 

Thanking you sincerely for the action we know you will take in our behalf, 
we are, 

Respectfully, yours, 



Mr. Steenerson. How many names? 

Mr. Woodyard. I am not reading the names unless it becomes nec- 
essary, two names. 

Mr. Eamseyer. Do they speak for the local organization there? 
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Mr. Woodyard. These gentlemen sign themselves as officers, but 
they are members, too. 

Mr. Lamar. I will be very glad, if you will put that in the record, 
because there is a good deal if misunderstanding about this matter, 
and while I do not question the good faith — — 

Mr. Woodyard (interposing). I will say about that, I know the 
men; they are very substantial. 

Mr. Lamar. He is mistaken in regard to the disposition that was 
made of the original funds. The Postmaster General issued an order, 
which I can produce here if you want it, to the companies, the West- 
ern Union Telegraph Co., approving this rearrangement, by which 
this bonus should be paid, and fixing the amount even more than the 
bonus. It amounted to over two and a half million dollars soon after 
we assumed control. 

Mr. Woodyard. Are they carrying that out? They evidently are 
not getting the benefit of it. They would know it if they were. 

Mr. Lamar. We can look into that, and find if there is any trouble 
of that kind. I think he is mistaken. 

Mr. Madden. The idea was that the Postmaster General, if I un- 
derstand Mr. Lamar had incorporated — the Western Union had in- 
corporated $1,500,000, previously paid annually to the men in that 
increase of salaries. 

Mr. Lamar. It was not considered an increase in salary at all. It 
was just an arrangement for distribution to those men of the differ- 
ent systems. In other words, where it was distributed once a year 
before, under this arrangement they paid it to them every month. 

Mr. Madden. That is, the $1,500,000? 

Mr. Lamar. The fact is they did increase it. 

Mr. Madden. And you took another million dollars and added it 
on the bonus system ? 

Mr. Lamar. No; they added to the amount of the bonus an ad- 
ditional sum, I think it was, I haven't the figures exactly, and made 
that much of an increase the sum of the bonus, and the million added 
was applied as the increase to the salaries of those operators. That 
was done away back in August soon after we took these properties 
over. The agreement had been made before we took control. That 
is one proposition. 

There was another very serious proposal that was pending at the 
time we took control, and that was a readjustment of the salaries 
of the Western Union telegraph operators, under which they would 
get, a person who had been in the service six months would get an 
increase of 5 per cent ; one who had been in a year, probably, or two 
years 

Mr. Woodyard. They state here a year and a half, would get 10 
per cent, and those who had been in over that time would get 15 per 
cent of their salaries, but they were limited in the original agreement. 
It was limited, as I understand, so no man could get over $200, and 
in no event would the percentage of increase amount to over 35 in 
any one salary. Those, of course, are the items of the original be- 
tween the company and its operators, as I understand it. Now, the 
company did agree with those people to make that additional in- 
crease, and it was at a time when wages had gone up in every other 
branch, but had not gone up for the telegraph and telephone lines, 
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and it was just before we took control. The Postmaster General 
simply told those people when the matter was presented for another 
increase, because the first must be regarded as an increase, a slight 
increase it is true, that the matter must be considered in connection 
with the rates and standardization of wages in all lines. So the- 
matter drifted along Until December, when this wage committee, ap- 
pointed by the Postmaster General recommended this increase as 
tacitly agreed upon between the company and the employees, but in 
the meantime we found that all operating expenses had gone up; the 
conditions had entirely changed, and there was not enough revenue 
in sight to come within several million dollars of paying this increase 
in wages that was allowed us. The wire board took it up, and the 
Postmaster General went into it carefully, and we saw there would 
be several million dollars short of funds, but that was the time it 
came to the Postmaster General for final consideration. He had 
never promised any particular amount, so that the Postmaster Gen- 
eral modified this plan to the extent of allowing none of them over 
10 per cent increase, and increasing the time that they would be per- 
mitted to draw the 5 per cent. The other modifications, as he says, 
was cutting out this time and a half for Sunday work. 

Under the circumstances, would you consider that wise, in view 
of the fact that you found there was not sufficient revenue to order 
a reduction in rates? Was there a demand from the country for 
the reduction ? 

Mr. Lamar. I will get to that in a minute; that is another ques- 
tion. Now, the Postmaster General disposed of this matter when 
the original proposition came up in completed form, as the gentle- 
man states, when these announcements were made. Now, that very 
allowance is more than the revenues of the telegraph companies will 
stand, and there has got to be some arrangement to provide the money 
to pay this scale that has been adopted. So operators only think 
of one side, of course, when you come to the question of discussing 
wages. 

Mr. .Woodyard. Before you get on that, let me see if I get a clear 
understanding. You say that special bonus paid by the Western 
Union Telegraph Co. to the employees has not been discontinued, as 
stated in this letter here ? 

Mr. Lamar. Not at all. 

Mr. Woodyard. And that the employees are still receiving it? 

Mr. Lamar. That is a separate proposition entirely. 

Mr. Woodyard. It is remarkable that they should set this out here. 
Of course, they know what wages they are getting. 

Mr. Lamar. They haven't received any wages since the order went 
into effect. That order covers both cases. As a matter of fact, it is 
not intended to affect the original increase at all. 

Mr. Woodyard. Go ahead. 

Mr. Lamar. Now, on the question of discussion in the night rate 
messages, there has been a revision of the rates on night messages 
with a view to raising more revenue and furnishing better accom- 
modations at the same time. We found that there was no night-rate 
message beyond Denver ; that a man on the Pacific coast did not have 
the night rate benefit at all. We also found that by reason of the 
excessive night rates in certain places, as compared with the day 
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rate, that the difference was not sufficient to divide the load. The 
result was that you had peaks in the daytime, while at night the 
wires were not occupied. We wanted to get the most out of these 
wires. We had the best experts in the country go over this whole 
question to determine how they could equalize that load, and still 
not have a loss in revenue. I am not prepared to say any more than 
you are whether these experts determined this question correctly 
or not. 

Mr. Woodyard. You don't know whether it will result in an in- 
crease or decrease of revenue. 

Mr. Lamar. My judgment is it will result in an increase ; that was 
the opinion of the committee, and still divide the loads oh the wires, 
so they will not be congested in the business time of the day when 
Government and commercial business needs the wires. 

Mr. Madden. If we are through with that, Mr. Lamar, I would 
like to understand the situation with respect to revenues. I think I 
understood you to say that if the compensation allotted under the 
adjustment made and recommended to the Postmaster General, which 
had been approved by him, that it would absorb more than all the 
revenues of the companies by a considerable amount. Of course, that 
includes the contract obligations. 

Mr. Lamar. I am talking about contract obligations, not about the 
Postal at all. 

Mr. Madden. I am not talking about the Postal either. Would 
not there be some way by. means of which there could be a readjust- 
ment in the contract obligations, so as not to pay as high a rate of 
compensation as the agreements provided ? 

Mr. Lamar. Well, Mr. Madden, we have these properties. The 
resolution of Congress provided for a just compensation, and it had 
to provide for just compensation in order to provide a constitu- 
tional statute, because the Constitution of the United States says 
that private property can not be taken without just compensation. 

Mr. Madden. I just wanted to know if I understood the statement. 

Mr. Lamar. The question is, what is just compensation, and that 
is a matter which is giving us most serious thought in preparing 
these agreements. Many companies came in who didn't have a very 
good showing, so far as their net results of operations were con- 
cerned, but contended that they ought to have 5, 6, 7, or 8 per cent 
of the valuation of their properties. Some of them had a valuation 
fresh from the State commissions, which showed that the property 
had an actual valuation determined at a recent date, and they wanted 
that compensation based upon that valuation. 

Mr. Madden. Not upon the earning power ? 

Mr. Lamar. On the valuation of the properties on what they were 
earning at the present time. 

Mr. Madden. We give them that compensation, and would have 
to deduct from those who had earning power. 

Mr. Lamar. Yes, by appropriation or otherwise; would have to 
raise it some way. We took the position that here was a peculiar 
tenure of these properties, an unusual kind of tenure that never had 
been passed upon by the courts. It was not simply for a time, and 
the taking of property for a limited period of time. It was a differ- 
ent kind of proposition. The proposition was taking it permanently, 
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and the next proposition was that we were taking it under abnormal 
conditions. We were taking it at a time when Tabor and materials 
were excessively high, and we took the position that while no court 
had ever passed upon it, that any court, if these people went into the 
Court of Claims, or any other court, would consider all the facts and 
would consider the abnormal conditions under which these contracts 
were made, and that whether we paid a man 2 per cent on his invest- 
ment or 6 per cent, would necessarily depend upon the productive 
capacity of this property under these abnormal conditions, and we 
declined to fix any compensation upon the valuation for that reason. 
That is one reason, of course. Another reason is that you could not 
fix a valuation in the lifetime of this committee. We could get 
at the valuation on the productive basis with valuation as a guide 
to the extent that the courts have recognized it heretofore, but tak- 
ing also into consideration the abnormal conditions under which the 
property was operated. 

Now, we found in making these contracts, that not one of them we 
made a contract with that the past performances of the property that 
it was producing in the last six months, did not seem to warrant 
the compensation fixed ; but after we made these contracts, I am free 
to tell you that the expenses have continued to mount, and if we yield 
to all these demands for increases in labor, they are going to mount 
higher. There will be a question whether it is within the power of 
the Postmaster General to fix the revenues -that will pay the com- 
pensation and the wages, or Congress will have to appropriate the 
money, one or the other. It is certain that the revenues of the West- 
ern Union line will not stand any such demand as is made here. I 
am having all these figures prepared and in such shape it will be of 
convenient use to the committee. Every detail of this matter will 
show up, revenues, disbursements, and conditions. 

Mr. Ayers. Do you think the same demands made from the private 
owners of these homes on the part of labor has been, or will be, or 
is being made at this time under the control of the department? 

Mr. Lamar. I do not know. They are making these demands, 
and also threatening a strike at a very time when it would inconven- 
ience the public the most ; that is the time they selected to make these 
strikes, as shown in that paper submitted the other day. The way 
it was worked out in view of this act of Congress that prevents 
conspiracy to interfere with the operation of these wires, we have 
had the power to control these strikes. Now what would have hap- 
pened if private owners had control of it is problematical ; certainly 
they could have struck, and would have struck, and did strike, and 
tried it out, and found that the Postmaster General has taken the 
position, as stated in that order. I have just read that the strike was 
stopped, but now they are making a march on Congress, and I do 
not know how you gentlemen are going to stand the pressure when 
they come here. Now, the increases in other lines have been very 
great. 

Mr. Ayers. Was the threatened strike the moving cause for the 
recommendation on the part of Congress to have these lines taken 
over? 

Mr. Lamar. I do not think it has anything to do with it. 

Mr. Ayers. What was the moving cause? 
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Mr. Lamar! I can not answer for the things which went through 
the President's mind when he issued the order. 

Mr. Madden. The President did not issue the order until the Post- 
master General, and Secretary of War, and Secretary of the Navy 
went before the Committee on Naval Affairs. 

Mr. Lamar. At any rate, I would not like to speak for those gentle- 
men in these matters. I am an executive man and legal officer com- 
bined, and matters of policy I do not determine. 

Mr. Madden. The President did not express a desire to take over 
these lines finally. 

Mr. Lamar. With reference to taking over these wires, I am not 
in a position to discuss the matter. 

Mr. Ayers. I do not press my question in view of your statement. 

Mr. Lamar. I think that disposes of those two propositions. 

Mr. Woodyard. Yes. 

Mr. Lamar. In one of the papers presented here the other day 
there was a misrepresentation, one of the Konenkamp papers. Here 
is a letter that was addressed to Mr. Newcomb, president of the 
Western Union Co., and signed by the Postmaster General on 
August 14, 1918 : 

August 14, 1918. 
Hon. Newcomb Cablton, 

President Western Union Telegraph Co., 

New York City. 

My Deab Mb. Cablton : In pursuance of the conversations I have recently had 
with you and as a result* of certain investigations I have made, I am writing 
to request that you issue orders for the restoration to the service of the com- 
pany of all the employees of the Western Union Telegraph Go. who were dis- 
missed solely because of affiliation with labor organizations. I feel that in view 
of the action taken by the National War Labor Board and all the circumstances 
surrounding the situation at the time these employees were dismissed, as weU 
as subsequent history, that you will agree with me that the course I have de- 
cided upon Is the proper one to pursue. As you know, I am having a special 
investigation made at Atlanta, Ga., Detroit, Mich., New Orleans, La., ^t. Louis, 
Mo., and Seattle, Wash., where certain employees were dismissed for reasons 
other than affiliation with a labor organization. Please take no action in 
restoring any of these to their former places until I can receive the report of 
the Chief Post Office Inspector and am in possession of all the facts in con- 
nection with these cases. 

When you have acted on this letter please furnish me a list of those em- 
ployees who have been restored and a list of those not restored, with a notation 
opposite the names on the second list of the reasns why the particular em- 
ployees were discharged. 

I am giving out no notice about this and trust that when you have taken 
action, which I hope will be prompt, you will give out a notice of the action you 
have taken, stating that it was done in conformity to the policy laid down by 
the action taken by the Government. 

With assurances of my respect, I am, 
Sincerely, yours, 

A. S. Bubleson, Postmaster General, 

In one of these exhibits occasion has been taken to create the im- 
pression, either by direct assertion or inference, that the Government 
nas not acted in good faith in these matters; for instance, in the 
Konenkamp letter the other day he said the Postmaster General 
had not kept his word. There was no word out ; there is no basis for 
the charge in either case, and so far as the papers that you submit- 
ted, Mr. Woodyard, there is no promise made. The Postmaster Gen- 
eral promised to take up this question and consider it. When h$ 
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considered it he modified the plan that the operators and company 
had both agreed upon, and I must say for the companies concerned, 
the company recommended the original scale agreed upon. The 
Postmaster 6eneral did not see where the money was to come from, 
and he saw that the conditions had changed, and he did not see how, 
as a Government official, he could fix a scale of wages to date back to 
August 1, when the order was being signed on December 1. 
Mr. Woodyard. Was that done with the railroads?' 
Mr. Lamar. That was the attitude the Postmaster General took 
with regard to it. We are operating in different circumstances than 
the Kailroad Administration. In any event, the Postmaster General 
did not think it was a proper thing, certainly by analogy to any- 
thing done, that the Post Office system should fix promotion or 
wages dating back six months before. 
I will have that order go into the record. 

STATEMENT OF MR. M. T. MAY, STATISTICIAN OF THE INTER- 
STATE COMMERCE COMMISSION. 

Mr. Lamar. You belong to the corps of statisticians of the Inter- 
state Commerce Commission? 

Mr. May. From the Division of Statistics. 

]Vfr. Lamar. I would like to have you state just what occurred in. 
connection with the collection of data that was made at your depart- 
ment to assist the experts of the Post Office Department in arriving 
at these compensation agreements, and what part you took in the 
collection of that data. 

Mr. May. I have been in charge of the annual reports of telephone 
and telegraph companies in the Bureau of Statistics and Information, 
and we have never made a compilation of data from the annual re- 
ports of these companies until the year 1916 ; that is the year ended 
December 31, 1916, and the statistician thought it would be well to 
put some figures together to show as nearly as might be, and in ac- 
cordance with reports they, furnished us, the conditions of these va- 
rious companies, telegraph and telephone companies. In accordance 
with that wish, he instructed me to start to work in that direction, 
and I did. I compiled what is designated as a memorandum covering 
three classes of telephone companies and all telegraph companies. 
This memorandum covers all the telephone companies that file 
annual reports ; that is all of the companies the operating revenues of 
which are above $10,000 per annum. In addition to that there are 
something like 8,000 telephone companies that have smaller revenues, 
that merely file a circular, and we keep in touch with those companies 
by a circular, but there is no data in this memorandum pertaining 
to these smaller companies. The business of some of them even 
haven't an organization in the way of a corporation, but this covers 
the A, B, C companies; A companies are those having revenues above 
$250,000 ; B companies $50,000 to $250,000 ; C, those between $10,000 
and $50,000. D companies, or circular companies, are not considered 
in this memorandum which was gotten up. This also covers data 
pertaining to the telegraph companies, and we separated that to 
show the matters pertaining to the Western Union Telegraph Co., 
and 40 companies, which were considered as forming the so-called 
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Postal system, and the other companies that are independent of these 
two. 

Mr. Lamar. That [indicating] is the table which I put into the 
record this morning? 

Mr. May. That is the table. The Post Office Department, or wire 
control committee, took advantage to some extent of the work that 
we were doing with the commission, and we endeavored to assist 
them in any way that we could by furnishing them this information ; 
and the latest published statement that we have is for the year ended 
December 31, 1916, but in addition to that in certain instances we 
made up on the request of the Post Office people data pertaining to 
the year 1917; that was true in respect to the Postal companies, I 
believe, and with one or two other cases, but the figures that we 
have are embodied in this memorandum here, submitted by Judge 
Lamar this morning. 

Mr. Madden. Your compilation was made up annually from re- 
ports in your office? 

Mr. May. Yes ; I have the reports here from which these data were 
made. 

Mr. Madden. You have no personal knowledge of the facts in the 
case, except as you obtained them from the reports? 
Mr. May. That is true. 

Mr. Lamar. The reports are all sworn to, are they not? 
Mr. May. All made under oath. It is just a matter that I might 
explain in a little more detail. As a rule, we simply take the figures 
in the reports and put them together. Where there are obvious errors 
in the reports, we try to correct the reports through correspondence 
and otherwise. Our method of handling the reports — I am speaking 
in a way of all reports, the steam roads, the telephones and others — is 
to have them examined by clerks, whose duty it is to make examina- 
tion of the various features of the reports, and they make memoranda 
of their observations in that examination. If we feel that we are 
justified in taking exceptions to the reports, we correspond with the 
companies about the report, and if they agree to make changes, or 
authorize us to make changes in the reports, we will change the data 
in the report in our office on such basis. Then the figures are the 
changed figures, but I will say that we have not corresponded very 
extensively with the telegraph and telephone companies. In making 
this tabulation we did not feel that we had time. However, the 1918 
figures, when they are given out, will be more the basis of corrected 
returns made in that way than the 1917 figures. These represent 
merely the returns by the companies unless there was a very obvious 
error in the returns, in which event, we possibly insert figures that 
we think correct ; like you might find a total of some come column 
that was made up wrong ; we correct clerical errors like that! 

Mr. Madden. That would in no way change the ultimate outcome 
of the reports? 
Mr. May. No ; it had to work itself through ; that is perfectly clear. 
Mr. Ramseyer. Did you make any such corrections in any com- 
panies of the Mackay people ? Are the figures here the original re- 
ports sent you ? 

Mr. May. The figures here, I would say, are almost exclusively, if 
not exclusively, the returns and reports they sent. I do not think for 
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the Mackay companies there were any corrections that would be 
worth while considering before they were published. 

Mr. Madden. Did you make these reports yourself, or somebody 
else. 

Mr. May. The companies. 

Mr. Madden. Did you make the tabulation? 

Mr. Mat. I was in charge of the work. 

Mr. Madden. It does not represent your physical labor? 

Mr. May. No; it was made under my jurisdiction. 

Mr. Lamar. I would like you to explain one item among the com- 
panies which makes the total of 40. The officers of the company 
in submitting their questionnaire stated it embraced 39 companies, 
and while they had relations with those companies, the control- 
ling of such did not belong to the Mackay system, and therefore 
left out of their questionnaire. You have for the purpose of mak- 
ing these figures available for comparison in the copy I have put 
into the record, deducted in such column, the figures shown in the 
North American, so as to make these figures susceptible for compari- 
son with the questionnaire figures? 

Mr. May. I would like to explain, Judge, in connection with that. 
It is correct, I will say, in answer to your question ; we tabulate here 
what we considered at the time were the so-called postal companies; 
in other words, the so-called postal system, which I understand rep- 
resent more a trade name than otherwise, and we include with those 
companies the North American Telegraph Co., considering that it 
was one of the postal system, and we had justification for consider- 
ing that. 

Mr. Lamar. It is not a question whether you did for your purpose 
or not. I just simply wanted you to explain how the figures in the 
North American happened to be deducted from this scale for the 
purposes 6f this record. 

Mr. May. It was simply for the purpose of showing the total, as I 
understand, similar to those in the questionnaire. 

Mr. Lamar. Reducing both prppositions to the same basis? 

Mr. May. Yes. 

Mr. Lamar. You noticed certain differences between the sum total 
in these figures for the 39 companies and the figures submitted in 
the questionnaire by the Mackay companies, did you not? 

Mr. May. Yes ; you consulted us with respect to the questionnaire, 
and asked us if we could make a sort of comparison. 

Mr. Lamar. That comparison is the paper I filed in the record this 
morning, signed with your name ? 

Mr. May. Yes. 

Mr. Lamar. You examined that this morning? 

Mr. May. Yes. . 

Mr. Lamar. That paper was made about what time ; it was before 
the compensation question was settled pending the consideration of 
compensation payments, was it not? 

Mr. May. I can not recall just the time. 

Mr. Lamar. It does not seem to bear a date, and I wished to iden- 
tify it. 

Mr. May. I recall it was shortly after you received the return 
questionnaire. 
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Mr. Lamar. You know we were considering getting this informa- 
tion for the purpose of considering in connection with the proposi- 
tion for compensation? 

Mr. Mat. Yes ; you told me that at the time ; that was partly the 
object of it. 

Mr. Lamar. Just one other question, Mr. May. These reports, as 
I saw them here this morning, and as I understand them to be pur- 
ported to be sworn to by officers of these companies; 39 companies 
throughout the United States ; it has been admitted here in testimony 
this morning, as a matter of fact, these three reports that have been 
made to the Interstate Commerce Commission, were made up in the 
office of the Mackay company in New York, but as I understand 
Mr. Reynolds, copies of the same to go back to the companies, which 
form their files. Each company has a file or book which contain 
data that corresponds to this data that is made to the Interstate 
Commerce Commission. Do you know anything about that, as to 
whether there is any experience that would indicate whether these 
companies, or local companies, actually had kept any books at all, 
or not ? 

Mr. May. I am familiar with our rules pertaining to those things, 
but so far as my personal experience goes ? I have never been directly 
in touch with and of the Postal companies at all. There are rules 
for returning data in the annual reports, and also rules of keeping 
their books. We call it our uniform system of accounts of telephone 
companies, and that explains in very great detail the methods under 
which they shall keep their records. 

Mr. Lamar. That is directed to each one of these local companies, 
not the Mackay companies, at all ? 

Mr. May. Yes. 

Mr. Madden. When did that uniform system of accounting go 
into effect? 

Mr. May. We have had many systems of accounting for so many 
things, but I believe it was July 1, 1914, for telegraph companies. 

Mr. Lamar; Whether or not local taxing authorities wanted to 
consult public records or office records in the discharge of their 
duties, locally you assume thq local books would show the same as 
these sworn reports to the Interstate Commerce Commission, do you ? 

Mr. Mat. That would naturally be supposed. 

Mr. Madden. What does Mr. May say about that? 

Mr. May. Simply the rules. 

Mr. Madden. You don't make assessments? 

Mr. May. I am speaking particularly about taxes with respect to- 
their book returns, with respect to tax returns, and their investments. 
It should be in accordance with their records. Our rules require 
that. 

Mr. Madden. He has asked you what the policy of the board of 
assessors would be ? 

Mr. Woodyard. What are these reports submitted to the Inter- 
state Commerce Commission for; not for the purposes of taxation? 
What is the object? 

Mr. May. That possibly might be a little out of my line to at- 
tempt to answer that. My position is really to work up data from- 
the reports. 
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Mr. Woodyard. I ask, then, what use are they ? 
Mr. May. They are public records, is one thing, and the commis- 
sion will make up data or tables from them that can be used for any 
purpose that occasion may require. If a committee of Congress or 
otherwise should want any information about steam roads, telegraph 
or telephones, our annual reports would be very valuable for the 
purpose of giving them the information requested. We are the di- 
vision of statistics. 
Mr. Woodyard. Are open to local officers ? 

Mr. May. We are requested almost continuously officially for in- 
formation from various sources, outside sources, and Government 
sources, and otherwise, and reports are very valuable for any number 
of purposes. 

Mr. Lamar. You use them in connection with valuation of these 
properties. This is in process now, is it not? 

Mr. May. I do not come in contact with that, but I do know that 
the division of valuation have ta a certain extent made use of our 
reports, but just what I do not know. 

Mr. Madden. You would not undertake to say that the valuation 
of properties are made out upon these reports* 

Mr. May. No; the commission has a valuation division which 
handles that matter. I am not in touch with their activities at all. 
Mr. Woodyard. These reports are not made the basis of taxation 
of the local communities and States, are they ? 

Mr. May. No; these reports purport to represent the results of 
operation. 
Mr. Woodyard. They are open if they are wanted. 
Mr. Lamar. Are these the only data that the authorities are ac- 
cessible to? They can not see what the Mackay company is doing? 
Mr. Woodyard. I think the local boards in the various States 
utilize the commission's data for these all. 

Mr. Lamar. Yes, but these are the only reports that are accessible 
to them. 

Mr. Ramseyer. On page 24 and 25 of the memorandum before jrou ; 
does that give a list of all the telegraph companies in the United 
States? 

Mr. May. Yes, and that is practically the operating companies; 
there may be two or three dead companies that hold title to property, 
but all the operating companies. 

Mr. Ramseyer. Does this memorandum on some other page give 
all the telephone companies in the United States ? 

Mr. May. No; not nearly all. I just explained there are nearly 
8,000 we get circulars from that are not embodied. 

Mr. Ramseyer. How many in class 1 of that report with operating 
revenue of over $250,000 ? 

Mr. May. It shows all the classes in A, B, and C. I do not recall 
that it shows how many there are of each company. 

Mr. Ramseyer. Could you get for me this data, the number of com- 
panies in Class A, B, and C, these three classes referred to. In Class 
D you simply have memoranda ? 
Mr. May. Circular, we call it. 

Mr, Ramseyer. In Class D, does that include these mutual com- 
panies throughout the United States? 
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Mr. May. These farmers' lines, partnerships, and private indi- 
viduals have little exchanges of their own, and business would be 
merely supervisory. 

Mr. Ramseyer. Does it give the number of mileages of each one 
of them? 

Mr. May.' Circulars give certain information pertaining to them. 

Mr. Ramseyer. Have you compiled it? 

Mr. May. No ; nothing except the circular, and we file them ; and 
in this connection I trant to say that these were not companies that 
should make an annual report; that is, their revenues were too low 
to request them to make an annual report. 

Mr. Ramseyer. That is the information I have asked for of you 
here is all down in this memorandum ? 

Mr. May. Pertaining to the A, B, and C companies; yes. 

Mr. Ramseyer. Doesn't this memorandum show how many com- 
panies in Class D ? 

Mr. May. No. 

Mr. Ramseyer, But there are 8,000. 

Mr. May. I made an estimate a f ew days ago, 8,135 companies we 
were receiving circulars from. 

Mr. Ramseyer. Are there some companies that you do not receive 
circulars from ? 

Mr. May. Yes; there are probably many businesses that we re- 
ceive nothing from at all. I understand that the census have been in 
touch with a large number of telephone businesses. Maybe farmers 
will have 2 telephones or 25 telephones connected up among neigh- 
bors — his house to his barn or something of that kind. 

Mr. Ramseyer. These farmers' lines, where 20 or 25 go into a com- 
pany and are connected with a switchboard in town, are these 
companies in the 8,000 ? 

Mr. May. For the most part, I believe, most of them. 

The Chairman. About how many telephone companies are there 
in the United States, of all kinds? 

Mr. May. There is no way of determining that, Judge Moon, so 
far as I know ; we have no data. I might give a guess ; it might be 
accurate or not; we have slightly less than 1,000 that file reports, and 
there are slightly more than 8,000 that file circulars, and then the 
Census Bureau has record of some 10,000 or 12,000 telephone business 
in addition to that. 

Mr. Ramseyer. In addition? 

Mr. May. Yes; just what they are, I don't know. I believe it is 
claimed there are 20,000 separate organizations. 

Mr. Ramseyer. That is, counting those whose incomes are $250,000 
up, down to these little companies 1 

Mr. May, Yes ; many do not operate on the basis of the rates and 
charges. 

The Chairman. Call your next witness, Mr. Steenerson. 
' Mr. Steenerson. Mr. Cashman. 

STATEMENT OF MB. TH0S. E. CASHMAN, COMMISSIONER MINNE- 
SOTA COMMISSION OF PUBLIC SAFETY, 0WAT0NNA, MINN. 

Mr. Steenerson. What is your occupation?. 
Mr. Cashman. I am a grower and retailer of nursery seeds and 
cut flowers, carrying on a general line of farming. 
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Mr. Steenerson. In an official position? 

Mr. Cashman. I am at the present time a member of the Minnesota 
Public Safety Commission. 

Mr. Steenbrson. That was organized on account of the war? 

Mr. Cashman. Yes; it is not a position, however, that carries any 
salary. * 

Mr. Madden. Nothing to do with telephone and telegraph? If 
you don't get anything in the way you want here, you won't lose your 
job? 

Mr. Cashman. No, sir. 

Mr. Steenerson. Go ahead, and make your statement. 

Mr. Cashman. I want to say, gentlemen, we are users of 12 .busi- 
ness phones in our business, and being situated similar to practically 
all other business men and users of telephones in every part of the 
country, make a strenuous protest against the rates that have been 
recently promulgated by Postmaster General Burleson. The time 
limit of conversation, 3' minutes, is going to increase our rates ma- 
terially. I can safely say that the average conversation usually con- 
sumed by our company is about 1 minute ; at least 40 per cent of all 
our calls are 1-minute calls ; perhaps 25 per cent are 2-minute calls ; 
the balance 3 minutes or over. Now, the 1-minute call in Minnesota,, 
for a distance of 61 miles, which is the distance that we live and oper- 
ate our business from St. Paul, Minneapolis, and where we do 
considerable business, and a distance where a great many of our men 
operate, costs us for 1 minute, 25 cents. 

Mr. Ramseyer. Just right there; the percentage you give, is that 
your business or all the business of Minnesota ? 

Mr. Cashman. Of the business of Minnesota, as I understand it. 

Mr. RamseyUr. Where did you get the data ? 

Mr. Cashman. From the Minnesota Railroad and Warehouse 
Commission. 

Mr. Ramseyer. That it did cost vou 25 cents for 1 minute ? 

Mr. Cashman. Sixty-one miles. 

Mr. Ramseyer. Under private control ? 

Mr. Cashman. No ; at the present time. 

Mr. Steenerson. It is the same rate that has been in force? 

Mr. Cashman. Yes.; in fact, it is the rate maintained by our Minne- 
sota Railroad Commission, who have charge of all the telephone 
utilities of the State. 

Mr. Steenerson. That you are not objecting to? 

Mr. Cashman. No*, sir; the 3-minute call for 61 miles, which now 
costs 25 cents is 55 cents. 

Mr. Madden. I do not quite understand it. 

Mr. Steenerson. The proposed rate? 

Mr. Cashman. The proposed rate; the rate just promulgated. It 
compels us to talk 3 minutes whether we want to or not. 

Mr. Steenerson. At least you pay for 3 minutes ? 

Mr. Cashman. The minimum is now 3 minutes. 

Mr. Beakes. The station-to-station call is 25 cents ? 

Mr. Cashman. Person-to-person calls, it is. If we just should talk 
2 minutes — the rate formerly enjoyed was 40 cents for 2 minutes. 
The shortest time now is 3 minutes, 55 cents. No change there. If 
we choose to talk 3 minutes, the rates will be the same as the new 
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rates. Now, for the 100 miles in Minnesota, the 1-minute rate has 
been 40 cents. Under the new order we will be compelled to pay 85 
cents. 

Mr. Madden. For 3 minutes ? 

Mr. Cashman. Yes. 

Mr. Madden. What per cent of your calls will be 1 minute ? 

Mr. Cashman. Forty per cent of our calls are 1 minute. 

Mr. Madden. So, on 40 per cent of your calls you would have to 
pay 45 cents more per call than f ormeriy ? 

Mr. Cashman. Thirty cents. 

Mr. Madden. Forty and 45 is 85. You said 40 cents. 

Mr. Cashman. My first proposition was on the 61 miles. 

Mr. Madden. I am talking about 100 miles. 

Mr. Cashman. One hundred miles, the 1-minute call is 40 cents ; 
the Government 3-minute call is 85 cents. 

Mr. Madden. Making 45 cents additional, and 40 per cent of your 
calls would be 1-minute calls; so on 40 per cent of your calls you 
pay 45 cents more than you did formerly ? 

Mr. Cashman. If we choose to talk 2 minutes at a distance of 100 
miles, our old rate has been 55 cents; new change of the Government 
rate 85 cents. If we choose to talk 3 minutes, on our old rate we 
paid 75 cents. The Government rate for 3 minutes is 10 cents higher, 
or 85 cents. If we choose to call one of our men, or some customer 
that lives 150 miles distant from our place of business, and talk 
to him 1 minute, the old rate was 50 cents for 1 minute; the Govern- 
ment 3-minute rate is $1.25. The old Minnesota rate for 150 miles 
for 2 minutes was 80 cents. The old Minnesota rate for 3 minutes 
was $1.15. The Government rate is $1.25. 

Mr. Madden. And the lowest rate under the Government scale is 
3 minutes? 

Mr. Cashman. Three-minute rate; yes, sir. 

Mr. Madden. So, on 40 per cent of your calls you pay 75 cents 
more for each call than you have been doing? 

Mr. Cashman. Yes, sir. 

Mr. Madden. In any case, you pay 10 cents more on any call ? 

Mr. Ramseyer. What is the comparison of rates above 3 minutes? 

Mr. Cashman. I haven't got this; the gentleman following me can 
give you those, if you wish to have them. 

Mr. Ramseyer. Do you know whether or not the companies under 
private control or ownership, these rates would not have been 
raised? 

Mr. Cashman. The telephone companies of the State of Minnesota 
have asked to be heard on the raise of telephone rates, and they were 
denied a raise in rates. 

Mr. Ramseyer. When was that ? 

Mr. Cashman. The first week of this year, as I remember it. 

Mr. Ayres. That is since it is under Government control ? 

Mr* Mapden. Have you ever thought out what the higher per- 
centage of increase in rates will be under the Government system 
of calls, and what would be effected by that higher percentage of 
rates? 

Mr. Cashman. I am not in a position to answer that question. 

Mr. Steenbrson. It will be elucidated as you proceed, will it not? 
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Mr. Cashman. Yes; I say, however, that the congested centers, 
and in the East where cities are close together, would profit more 
than in the sparsely settled sections; that is, the rates will not per- 
haps be lower to the' consumer in the East than in the central and 
western part of the United States. 

Mr. Ramseyer. Just one question, before you proceed. You spoke 
of the old rate. Is that rate approved or fixed by your State com- 
mission? 

Mr. Cashman. Yes, sir; that has been approved and fixed by the 
Minnesota Kailroad Commission. 
Mr. Ayres. That rate was during normal times, was it not? 
Mr. Cashman. Yes, sir. 

Mr. Ayres. There was no material agitation for an increase in 
wages or increase in material, or anything of that kind? Now, dur- 
ing these times, you believe that your State commission, if it had 
full control, exclusive control in fixing these rates, would not grant 
your telephone companies an increase of rates, in view of the high 
cost of' material and wages? 

Mr. Cashman. Our commission believes they have full control at 
present of making rates. They listened to arguments of the tele- 
phone companies in 1918, which took in* the neighborhood of two 
weeks, and after going into the matter fully, they came to the con- 
clusion that the telephone companies were not suffering under present 
conditions ; that they were not entitled to the raise in rates with their 
stock selling at 102 to 105, and paying close to 6 per cent dividends 
in these abnormal times, which is mucn better than the average con- 
cern can show; in fact, the average business man would be glad to 
hold his head above water. We do not feel now that the war is over. 

The Chairman. When did it end ? 

Mr. Cashman. I believe it ended when the armistice was signed. 

Mr. Ayres. Then they must have been allowed too high a rate in 
normal times by the commission? 

Mr. Cashman. We have felt so. 

Mr. Steenerson. I would suggest that the committee permit the 
witness to proceed. 

Mr. Cashman. I would not say it as a reflection on the commis- 
sion even though the rates were high, as those companies have not 
been in the hands of our Minnesota commission for one or two years, 
and this hearing was the first opportunity they had to go into the 
matter fully. 

Mr. Madden. During that hearing they disclosed that 12£ per 
cent of their stock was in the surplus depreciation account? 

Mr. Cashman. I think so. 

Mr. Beakes. Have you any idea what proportion of your business 
will be station-to-station calls if the new rates went into effect? 

Mr. Cashman. I would say that perhaps 75 per cent of our busi- 
ness, telephone business, is 61 miles or farther. 

Mr. Beakes. That is not what I mean. Do you call up a firm, or 
do you call for a certain individual? 

Mr. Cashman. We deal with both. 

Mr. Beakes. What proportion do you call a firm instead of an in- 
dividual? 

Mr. Cashman. I am not prepared to give those figures. 
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Mr. Beakes. That has a bearing, because the station rates are 
much lower than the person-to-person rates. 

Mr. Holland. Under department rules, you have to pay whether 
you get your person or not ; under the present rules, you do not ? 

Mr. Cashman. If you don't get the person called, you are not 
charged; at the present time, we are charged whether you get the 
person or not. I will state further, Mr. Chairman, that I listened 
attentively to the statements of Mr. Putman and Mr. Elmquist, and 
I want to substantiate the statements made. 

The Chairman. How far is that? 

Mr. Cashman. It is as far as my experience goes in using tele- 
phones, and attending telephone hearings as a member of the Minne- 
sota Legislature for eight years, and dealing with that question as 
public men are called upon to deal. 

The Chairman. Does the Legislature of Minnesota deal with this 
telephone question? 

Mr. Cashman. A telephone bill was studied before the Minne- 
sota Legislature at four sessions of which I was a member. 

The Chairman. This one minute call is rather peculiar to Minne- 
sota^ is it not ? It does not exist in other States. 

Mr. Cashman. I understand that is a universal rate. 

The Chairman. I want to know of your own knowledge, do you 
know whether it exists in other States or not? 

Mr. Cashman. I do not know what the rate is in other States. 

The Chairman. It does not exist anywhere except in Minnesota? 

Mr. Cashman. I am not prepared to answer that question. 

The Chairman. You do not know how that is? 

Mr. Cashman. No, sir. 

The Chairman. What is your business? 

Mr. Cashman. Growers and retailers of seeds, nursery stock, cut 
flowers ; in the blooded stock business ; generally called farmers. 

The Chairman. Have you any expert knowledge in the operation 
and management of telephones? 

Mr. Cashman. No ; not to speak of. 

The Chairman. How do you happen to come down here to testify 
about it ; what is your interest in it ? 

Mr. Cashman. I am representing the Minnesota Public Safety 
Commission, and also represent a large number of telephone users 
who are protesting against these rates. 

The Chairman. You don't know whether your conditions in refer- 
ence to telephone matters are different from other States, or not? 
. Mr- Cashman. I don't know as to that. 

Mr. Steenerson. Would it be convenient to let the witness make 
his statement before he is cross-examined? 

The Chairman. He has already made* his statement. 

Mr. Steenerson. He has not finished. 

The Chairman. I am asking him questions. I don't see why the 
time I ask questions should be objected to. 

Mr. Steenerson. I do not object, but the witness should be treated 
the same as the Government witness. 

Mr. Ramseyer. The Judge is asking questions touching his qualifi- 
cations to qualify as an expert. 
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Mr. Steenerson. I ask that the fitness be permitted to proceed. 

The Chairman. The witness had stopped. 

Mr. Steenerson. He was stopped by various questions. 

Mr. Eamseyer. The questions asked by the Chairman are in order. 

The Chairman. You have been talking about the high rates giving 
consideration. What about the low rates: no change in them? 

Mr. Cashman. I understand after 9 o clock at night we are per- 
mitted a lower rate. That is a time when business men and people 
who work and use the telephone are in bed, and don't want to be 
interrupted. That would not be of any particular value to the busi- 
ness men of the smaller towns, the farmer, and general users of the 
telephone, that I represent. The men who work hard all day don't 
sit up at night to use telephones. 

The Chairman. Was there any statement you wanted to make be- 
fore I asked questions that you didn't make? 

Mr. Cashman. I wish to say the people I represent are opposed 
to Government ownership, and I would like to give the reasons. 

Mr. Steenerson-. Just what the committee would like to hear. 

The Chairman. We don't understand this as an ownership reso- 
lution, but if you want (o consider it that way, proceed. 

Mr. Cashman. We are afraid this resolution will lead to owner- 
ship, if passed. As a business man and from my own experience, I 
have found that men doing public work do not perform near the 
service as in private work. We find that in our municipalities that 
men do not perform anywhere near the labor working for the munici- 
pality that they do working for the private concern. We find that it 
costs the county considerably more to build a courthouse than the 
same building could be constructed for by some private party who is 
continuously on the job and has an interest in every detail, and sees 
to it that every man performs his share of the labor. As a member 
of the Minnesota legislature, we often appropriated $20,000 or more 
for the building of a barn that I would be glad to take the contract 
for at $8,000. 

The Chairman. You build barns up there? 

Mr. Cashman. We said often to the men who had submitted these 
plans, " Why does it cost more for the State to erect and construct 
buildings than private parties?" They say, " You know that is true 
in every case." 

Mr. Ramseyer. You ought to watch them spend here during the 
war; that is, the Government. This isn't a zephyr to that. 

Mr. Cashman. There was a post office some three or four years ago 
costing $55,000, th^t one of our contractors would have been glad to 
take for $25,000, not to exceed $30,000. 

Mr. Beakes. Why didn't he bid on it ? 

Mr. Cashman. There was no opportunity. 

The Chairman. Of course they advertise for the bids. It can not 
be done in any other way. 

Mr. Steenerson. You are just discussing the general principle. 

Mr. Cashman. General principle. We are a large employer of 
labor and find that men who have worked for municipalities and 
for the State, generally speaking, are not as efficient and do not 
perform as much labor as men who have always worked for private 
parties, and we would not care in these affairs to employ a man 
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who had worked for a municipality unless he is an extraordinary 
man. That is my experience in handling labor. 

Mr. Randall. In that connection, would you say the employes 
of the Post Office Department, clerks and mail carriers, are less 
efficient and do less work than men employed in private employment 
in similar work. 

Mr. Cashman. I do not say they are less efficient.- I say they 
perform, as a usual thing, less labor. I believe that if the average 
business man had to employ the amount of help to carry on his 
business that is employed in the Federal post office he could not 
make ends meet. It would take away the initiative from the man, 
and that is what you do when you put him under civil service rule ; 
destroys his ability for results ; in fact he gets to be a sort of machine. 
He has no opportunity to become a captain of industry, doesn't have 
to fight for his existence, and you destroy his usefulness to a large 
extent. Therefore, as near as I can learn, the average business men 
that have had to fight for an existence, who know the value of a 
dollar, are absolutely opposed to anything in the form of either 
municipal, State or Government ownership. As far as regulation 
is concerned, we think the smaller the unit the better results we 
can get. If we get into trouble with our utilities, we do not want 
to have to go to Washington. We have not the money or time to 
spend to come here. It is bad enough and far enough to have to 
go to St. Paul. Our St. Paul Utilities Commission understands our 
needs and situation, and our climatic conditions. 

Mr. Eamseter. Are they elected or appointed by the Government? 

Mr. Cashman. Elected by the people; can change them every 
four years if they don't give us a fair deal. - In conducting this 
hearing you don't find any farmers here. Perhaps I am the only 
business man from any part of the United States. The distance 
is too great ; most of them, know nothing about it. You members 
of Congress are, perhaps not in touch with the wishes of your people. 

The Chairman. Don't trouble yourself about that. 

Mr. Cashman. I find one thing, that the people who are in- 
terested in those utilities are constantly on hand, giving you gentle- 
men information, and you don't get very much of the other side. 
I, as an official and member of the legislature, found that to be 
true. If I didnt get home every week or so, I would not be in 
touch with my people, and I wasn't over 70 miles away. 

Mr. Eamseter. We correspond and have the franking privilege. 

Mr. Madden. What most of these men who are interested has 
just the opposite effect from what they intend to have on us. 

Mr. Randai«l. They hurt the case by being around us. 

Mr. Houland. Except the Prohibitionists. 

Mr. Cashman. The average business man thinks of the Govern- 
ment ownership of what watered stock that there might be in the 
different utilities and the railroads of the country. I think that the 
Congressmen of the United States would do a valued service to the 
people if they would attempt to get a correct and honest physical 
valuation of all the properties as well as learn how much, if any, 
watered stock exists, and appropriate sufficient money to buy it and 
retire that watered stock, turn these railways and those utilities back 
to their owners at honest values under the guidance and supervision 
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of our Interstate Commerce Commission and our State utilities com- 
missions. 

Mr. Ayres. The Interstate Commerce Commission has been trying 
for six or seven years to get a valuation and find how much watered 
stock. 

Mr, Randall. I understood you to say, buy these up and then turn 
them back. 

Mr. Cashman. No; I would attempt to reduce the water; learn 
how much water there is, and buy the stock of the innocent party. 

Mr. Randall. And then hand it back to the party that watered it 
in the first place. 

Mr. Ramseyer. The contention is that it would pay the public to 
do that. 

Mr. Randall. He is going to hand it back to the man that put it in 
the stock. 

Mr. Ramseyer! Give it to the widows and orphans. 

Mr. Steenerson. The testimony before this committee seems to- 
be that these telephone companies are not overcapitalized, that there 
is no water. In fact, they seem to be bone-dry, in fact, under- 
capitalized, according to the Post Office Department, and according 
to the criticism made by Mr. Lamar of the MacKay companies, so 
there is no question watered stock as far as the telephone companies 
are concerned. 

Mr. Madden. The main complaint is that the telephone company 
was not sufficiently capitalized. 

Mr. Lamar. I don't say that is the case in all the companies. In 
some of them there is watered stock. 

The Chairman. If there is nothing further, you may stand aside, 
Mr. Cashman. 

Mr. Randall. Are you opposed to the civil service law ? 

Mr. Cashman. No ; I am not. 

Mr. Randall. I understood you to say the employees under civil 
service were less efficient. 

Mr. Cashman. No, I think if there are any functions the Gov- 
ernment has to perform it should be performed under civil service 
rules. 

Mr. Steenerson. Do you think that the assumption of control by 
the Government of these telegraph and telephone companies or 
eventually Government ownership and operation of them, of these 
various means of communication, would have no effect upon the 
citizens' rights as citizens. 

Mr. Cashman. I think this, that the rates would be increased. 
They would have to be increased, because, as far as I can see, neither 
State nor Government is able to perform the same service at the same 
expense, as private individuals ; therefore, the rates must be, naturally, 
increased. 

Mr. Steenerson. How would it be with reference to political in- 
fluence? 

Mr. Cashman. I think perhaps it would have considerable in- 
fluence politically. 

Mr. Ramseyer. Mr. Cashman does not know any more about that 
than others. 
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Mr. Cashman. A man usually likes to please the most of the men 
he is working for. 

Mr. Steenerson. It seems to me I would like to have this witness's 
reason for opposing Government control or ownership, and whether 
it would adversely affect the rights of the voter. Have you anything 
to say on that subject? As to whether it would interfere with the 
rights of voters in the free exercise of their right or anything of that 
kind? 

Mr. Cashman. I think it would bias. 

Mr. Steenerson. For the Government to own all the means of 
communication ? 

Mr. Cashman. I think it would bias the voters in the casting of 
their votes. A man usually likes to please his master, the man pay- 
ing his salary. We have a great number of our population working 
under civil-service rules, who would be inclined to please those whom 
they are working for. 

Mr. Kandall. Then, he would be giving good service if he is 
toying to please them. 

Mr. Madden. I would like to make a short statement before Mr. 
Cashman gets off the stand. He has said that 40 per cent of all the 
calls that he made were on the one-minute basis? 

Mr. Cashman. Yes, sir. 

Mr. Madden. And I have been having a compilation of figures 
made while he has been testifying here, intended to show what the 
percentages of increase in the present rates are, and what the present 
rates are, minimum and proposed rates, and percentage of increase. 
On 50 miles, the minimum rate, you testify, was 25 cents? 

Mr. Cashman. Yes, sir. 

Mr. Madden. The proposed rate is 50 cents, which makes 100 per 
cent increase. 

Mr. Cashman. The proposed rate is 55 cents, 75 miles rates 30 
cents, proposed rate 65 cents; 116 per cent increase on tolls. One 
hundred mile rate, 40 cents; now proposed, 85 cents, percentage of 
increase 112 per cent. One hundred and twenty-five miles, present 
rate, 45 cents; proposed rate by the Government $1.05; percentage 
of increase 133 per cent. One hundred and fifty mile rate 50 cents 
at present, proposed $1.25 ; percentage of increase 150 per cent: One 
hundred and seventy-five mile rate, 55 cents, proposed rate of $1.40, 
percentage of increase 154 per cent. Two hundred mile rate, at 
present 65 cents, proposed rate $1.60; 138 per cent increase. Two 
hundred and twenty-five mile, present rate 70 cents, proposed rate 
$1.85; increased percentage 164. Two hundred and fifty mile* 
present rate 75 cents, proposed rate $2.05, percentage of increase, 173. 

Mr. Beakes. One-minute calls? 

Mr. Madden. Government three-minute calls. 

Mr. Cashman. Three hundred miles, 90 cents, proposed rate $2.40, 
an increased percentage of 181, and 40 per cent of all the calls made 
are on the basis of this percentage increase. 
. The Chairman. Who does that money go to ? 

Mr. Madden. To the telephone companies. 

The Chairman. Certainly, who else would it go to. All of it to 
the telephone company. How much of it goes to the telephone 
company? 
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Mr. Madden. Mr. Lamar just testified a short time ago that in the 
contract obligations of the Government with the telegraph and tele- 
phone companies and with the proposed increases of compensation to 
the telegraph operators that there Would be a large deficiency if the 
recommendations made by the telegraph companies were put into 
effect, because the Postmaster General saw that the revenues of the 
companies would not stand the increased compensation for the op- 
erators, it was thought advisable to reduce the compensation propo- 
sition between the men and the company. 

The Chairma-n. As a matter of fact, there has been no loss, but 
where will this money go for paying compensation to the companies? 

Mr. Cashman. It will go into the telephone company to make up 
the losses of funds. 

Mr. Madden. Is there any justification, Mr. Chairman, for the 
Government of the United States under the present conditions where 
everybody is being taxed to the limit of their powers of endurance, to 
have this additioanl tax on business where people have to communi- 
cate with one another to transact business ? 

The Chairman. You are not prepared to say, because this would 
not justify him in saying that the changed conditions are such that 
if the companies had these telephones in full operation they wouldn't 
have to make just the increase the Government has had to make. 

Mr. Madden. Then there is this case. As I understand the chair- 
man of the Minnesota Warehouse Board in his testimony to say, they 
only charge 3£ per cent depreciation, and they paid for the renewals 
and betterments, and that they still have 12£ per cent of their capital 
in depreciation reserve. Under the Government plan they propose 
. to make 5.72 per cent depreciation instead of 3£, and, of course, the 
difference between 5.72 and 3.50 is 2.22. 

The Chairman. That is, running through a series of years. 

Mr. Madden. Added to the company's revenue coming out of the 
pockets of the people using the telephone. 

The Chairman. Is that the question you are asking him? 

Mr. Madden. No ; that is in reply to you. 

The Chairman. Let this witness step aside. Is there anything 
more, Mr. Cashman ? ' 

Mr. Cashman. Nothing more. 

The Chairman. Mr. Lamar wants to ask him a question if there is 
no objection. 

Mr. Lamar. If this scale of charges which you have just been dis- 
cussing should prove to yield too much revenue, why you understand 
that it is a nation-wide rule, affects all communities alike, it would 
be perfectly feasible for the Government to get enough money to 
operate these companies to make a 10 per cent reduction or 5 per 
cent reduction, or 30 or 50 per cent reouction, if necessary, and by 
one or another to reduce the amount of revenue all over the country. 
Does that apply equally to every user of the telephone? 

Mr. Cashman. I think the community is too large, covering too 
much territory. Conditions are so different over the United States, 
that what might apply in one State as a fair rate would not be a 
fair rate in another. 

Mr. Lamar. That is not so much the case with the long distance 
line as with the local line, is it; local exchanges? 
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Mr. Cashman. Well, yes, because in Minnesota the great majority 
of the calls is within the State. As I stated before, my experience 
of public ownership is that it costs a great deal more to perform the 
same service, and "Jones has got to pay the freight," and I think if 
these rates are once put into effect, instead of reducing them, there 
will be an inclination to increase. 

The Chairman. Can you give any reason why the Government of 
the United States, administered by intelligent men of any party, 
can not select officials that will give as good service to the country 
and have the duties of these places performed as well as by the pri- 
vate individual. What more ability has an individual who is not 
a Government official than if he were ? 

Mr. Cashman. As I stated before, there is no incentive to work or 
get results, if you have a fixed salary and know that is as far as you 
are going to go. But if the burden is placed upon you to work you 
are going to work harder, more intense, and more thorough — will 
have in mind the holding of his job. He has got to work harder, he 
is looking for a raise in wages. He is trying to better his own condi- 
tion under private ownership. Under public ownership, as a usual 
thing, he can see nothing in the future. He does not take anywhere 
near the interest in the work. It is more of a machine proposition. 
If you want to get the highest efficiency in this country, you have 
got to put men on their mettle. If they can not obtain the results 
in 10 hours they have got to work 14, as practically all captains of 
industry will testify in getting started in life. 

The Chairman. Supposing they can not work 14 hours under the 
law? 

Mr. Cashman. In his private affairs a man can if he wants to. 

Mr. Ayres. Have you a labor law in Minnesota covering these mat- 
ters ? 

Mr. Cashman. I believe the Government works is the only thing ; 
I am not sure of that. 

The Chairman. Take this as an illustration. You are employed 
by a private concern to manage their business and see the best results 
come from within a given territory. You are getting, as you say, 
for the private concern, an incentive for you to work and hope for a 
better reward. Suppose the condition would change and the Govern- 
ment would have control of it, wouldn't you be as faithful and honest 
in your work for the Government as you would for the private indi- 
vidual? 

Mr. Cashman. I act just as faithful and honest. 

The Chairman. Just as efficient. 

Mr. Cashman. Just as efficient, but there would not be the incentive 
to make me ^rork as hard. 

The Chairman. You think if you were employed privately, you 
would work harder than for the Government? 

Mr. Cashman. If the boss was standing over me? That is the case 
under private ownership. 

Mr. Steenerson. You are. not conscious of any partisan political 
bias against the department* of Postmaster General? 

Mr. Cashman. No ; I have a great respect for the Postmaster Gen- 
eral. 

Mr. Steenerson. You belong to some party? 

100392— 19— pt 2- — 11 
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Mr. Cashman. Yes, sir ; I belong to some party, the Democratic. 

Mr. Ramseyer. I thought you had no Democrats in Minnesota. 

The Chairman. Is there anybody else? 

Mr. Madden. I would like to ask Mr. Lamar a question. Mr, 
Lamar, I would like to know if in the consideration of problems that 
have come before the wire board you have been able to ascertain the 
aggregate receipts of telephone and telegraph companies from toll 
service ? 

Mr. Lamar. Yes, sir; a good many full statements have come in 
and have been requested, and, of course, there is a great deal to do 
and we are having these accounts settled up to January 1. We have 
a good many of one, two, three, and four months' statements, and the 
accounting experts are working on this now preparing a statement. 

Mr. Madden. You don't know now what the aggregate receipts 
from the telephone and telegraph branches of the service are? 

Mr. Lamar. No ; but we can get the information. 

Mr. Madden. I would like to have it, and add to that the statement 
I have in figures here, the fact that 40 per cent of these receipts are 
• increased by 144 per cent. 

Mr. Lamar. I want to say that the total business is a very small 
percentage of the total telephone business. I want to say further in 
that connection that these gentlemen who have testified have said 
nothing about the reduction in cost of operation in shorter distance 
or at any distance. There are some cases where there is standardiza- 
tion of rates. 

Mr. Madden. I figured this up from 50 to 300 miles, and calcu- 
lated it. 

Mr. Lamar. You haven't covered the whole scope of the matter. 

Mr. Ayres. You don't think there would be very many 1-minute 
calls for 300 miles? 

Mr. Madden. I say 40 per cent of calls would take that 300 miles. 
I started in from there down to 300. 

Mr. Lamar. I would like to put in the record at this point an 
estimate x made by one of the long-distance linemen some time ago. 
I think he said it took between 12 and 13 minutes to establish a 
long-distance call message and that the entire line was used during 
that period to establish a connection so that when a man uses a 
telephone even for 1-minute call it takes 10 to 12 minutes to get him. 
He is occupying it a small proportion of the time but the whole sys- 
tem is employed in getting him. 

Mr. Madden. I am concerned about this 144 per cent in receipts. 

STATEMENT OF JAMES W. H0WATT, SUPERVISOR OF TELEPHONES, 
RAILROAD, AND WAREHOUSE COMMISSION OF MINNESOTA. 

The Chairman. We will hear Mr. Howatt. 

Mr. Steenerson. What is your position? 

Mr. Howatt. I am supervisor of telephones for the Railroad and 
Warehouse Commission of the State of Minnesota. 

Mr. Steenerson. How long have you been with them? 

Mr. Howatt. I have been with the Railroad and Warehouse Com- 
mission since July 1, 1915. That was the date on which the tele- 
phone law of Minnesota became effective. 

1 Estimate referred to by Mr. Lamar not printed. 
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Mr. Steenerson. What experience did you have before that in 
the telephone business? 

Mr. Howatt. Approximately 18 years. 

Mr. Steenerson. Did you prepare this exhibit that Mr. Putnam 
offered as to. the rates? 

Mr. How att. It was prepared by me and under my direction. 

The Chairman. That has been put in the record once. 

Mr. Steenerson. Yes; but I just wanted him to give a short ex- 
planation of the effect of these rates. I would ask you, generally, 
if you have made a study of telephone rates in Minnesota as they 
exist and have existed since you have been connected with the Public 
Service Commission, and the proposed rates that went into effect 
to-day or are supposed to go into effect to-day under the order of the 
Postmaster General? 

Mr. Howatt. I have. 

Mr. Steenerson. What is the result of your comparison as to the 
increases in Minnesota? 

Mr. Howatt. The general tendency is, as telephone service is used 
to-day, toward a decided increase. 

Mr. Steenerson. Have you made any estimate as to the percentage 
of increase? 

Mr. Howatt. That varies considerably with the different dis- 
tances, nothing up to more than 100 per cent. 

The Chairman. Ask him any further questions you want. 

Mr. Steenerson. What would be the effect of this three-minute 
rule, or paying for three minutes? 

Mr. Howatt. The effect in Minnesota will be that all patrons 
using telephone service for distances greater than 22 miles will be 
compelled to pay for a minimum charge on a three-minute initial 
period basis, whereas to-day the minimum charges are based on 
initial periods of either one minute duration or two minute duration. 

Mr. Black. On that point, how far does one minute limitation 
extend? How far do you permit the one minute rate? 

Mr. Howatt. To any distance within the State. No one minute 
rate is quoted, however, for a distance under 40 miles. 

The Chairman. What do you mean by the one minute rate? A 
man calling another usually just for one minute in which to call him 
and get an answer, or do you take such time as necessary to reach 
him over the phone and then talk to him over the phone. 

Mr. Howatt. I mean when I use the term one minute rate, that 
the minimum charge for the conversation is based for the initial 
talking period of one minute. 

The Chairman. You don't get my idea. Do you mean by one 
minute to cover all the time it takes to find him and bring him to 
the phone, or do you mean after he gets to the phone? 

Mr. Howatt. The time of the conversation begins at the moment 
that the parties begin communicating with each other. 

The Chairman. And don't count the time that it takes the oper- 
ator to get the two men together? 

Mr. Howatt. No, sir. 

Mr. Steenerson. That time has never been counted in the tele- 
phone business? 

Mr. flow att. It has not. 
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Mr. Steenerson. If the charge is made for time occupied in find- 
ing these parties that would be an innovation in the telephone busi- 
ness, so far as you know, would it not? 

Mr. Howatt. That time is included in arriving at and finding the 
message haul, and is included in the overheads, if you please. 

Mr. Steenerson. There was something said here by Mr. Putnam, 
1 think, about the change in the rule with reference to the calls 
whether they were person to person or station to station. Have you 
noticed whether the new rule changes the old one in that regard, and 
what is the change? 

Mr. Howatt. I think the question might best be answered by say- 
ing that the Postmaster General under his proposed rate schedules 
prepares his basic schedules on what he calls the station to station 
call. The station to station call is ordinarily known in telephone 
terminology as two-number service, and is one which does not guar- 
antee connection with any specific person. 

Mr. Steenerson. And still they make a charge? 

Mr. Howatt. You pay for the call whether you talk to the. par- 
ticular party or not. 

Mr. Steenerson. That was person to person. There is no charge 
unless the person is connected with. 

Mr. Howatt. That is true under our present schedules. Under 
the Postmaster General's schedule there are conditions under which 
he makes a report of charge of 50 per cent of the station-to-station 
schedules, whether or not you talk to your party. 

Mr. Steenerson. What effect will the increase proposed by the 
Postmaster General have on the expense to the subscribers in Minne- 
sota? Will it increase or decrease? 

Mr. Howatt. It will greatly increase the cost of using the tele- 
phone by patrons. Does that answer the question ? 

Mr. Steenerson. Yes ; that answers it. 

The Chairman. Suppose you send a telegram to a man, sent to his 
house, and whether he is found or not he has got to pay for it? 

Mr. Howatt. Yes, sir; I believe so. 

Mr. Chairman. That is the regular rule in the telegraph? 

Mr. Howatt. Yes, sir. 

The Chairman. That is, then, if you have to hunt a man up for 
half an hour, why shouldn't you pay for that, too ? 

Mr. Howatt. They also provide for a mesenger service charge 
under the proposed schedule, and a messenger charge has always 
been in effect to my knowledge. 

The Chairman. Under the telephones? 

Mr. Howatt. Yes, sir. 

Mr. Woodyard. One thing, the cost of telephoning is greater than 
for the telegraph, the difference in cost sending a telegram 300 miles 
for 25 cents, as you say, if he don't find the other fellow. I suppose 
that is taken into consideration. 

The Chairman. It just occurred to me I didn't see much difference 
in that. If you send a telegram and it is not delivered or. efforts are 
made to deliver it, and there is a change of residence or anything of 
that sort, you have got to pay for it. 

Mr. Holland. The difference is you call up a man four or five 
times where you telegraph him once. I ask for Mr. Jones; he is out; 
I have to pay for it now ; not under the old system. 
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The Chairman. Most men send telegrams any distance. 

Mr. Ramseyer. Mr. Howatt, this statement that was filed in con- 
nection with Mr. Putnam's testimony was prepared by you? 

Mr. How att. Yes, sir. 

Mr. Ramseyer. Was this statement prepared for this committee of 
Congress or some other proceeding going on in Minnesota for which 
it was prepared? 

Mr. How att. The statement was prepared at the specific request 
of th", chairman of the Railroad and Warehouse Commission, and at 
the lime the request was made I had no knowledge as to what it 
would be used for. I do know that the exhibits attached thereto 
were used in connection with complaints filed in the courts of the 
State in order to obtain restraining orders. 

Mr. Ramseyer. Do I understand proceedings have been instituted 
in the courts of Minnesota to restrain the Postmaster General in 
carrying out this order? 

Mr. Howatt. They have and I am informed that a temporary in- 
junction has been granted. 

Mr. Ramseyer. State courts or Federal courts? 

Mr. Howatt. State court. 

Mr. Ramseyer. Against the Postmaster General? 

Mr. Howatt. The complaint was filed against the telephone com- 
panies. 

Mr. Ramseyer. That way. The Postmaster General is not a party 
to the suits, in Minnesota, as you understand it? 

Mr. Howatt. No, so far as I understand. 

Mr. Steenerson. The Postmaster General appeared in Minnesota 
by attorney, Mr. Braceland. 

Mr. Howatt. That is the only section I know about. 

Mr. Ramseyer. Do you say that all these exhibits attached to 
this statement are correct? 

Mr. Howatt. To the best of my knowledge and belief. 

The Chairman. Just a restraining order? The suit has not beftn 
decided? 

Mr. Howatt. I am so informed. 

Mr. Steenerson. I believe you stated that the expense of finding 
a person, that is, the use of the wire while 'you are trying to make 
connection, Mr. Lamar mentioned in his remarks, that was included 
in the expense when the telephone rates were fixed, as a part of the 
overhead charges. Is that correct? 

Mr. Howatt. That is the usual custom, sir. 

Mr. Steenerson. Have you figures showing whether or not these 
rates proposed by the Postmaster General are so high that it would 
discourage the use of telephones, or do you know anything about 

that? 

Mr. Howatt. I have no method of making any such computations. 
However, I am perfectly satisfied that between such* points as what 
I have termed one-minute rates are in effect that in many cases the 
rates as proposed will be to a certain extent prohibitive. 

Mr. Steenerson. From my town to St. Paul is 300 miles, and I 
understand from Mr. Madden's question a little while ago that the 
rate for 300 miles for one minute instead of being 60 cents is $2.05. 

Mr; Madden. 181 per cent increase. 

The Chairman. Not that much. 
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Mr. Steenerson. For 300 miles? 

Mr. Madden. For 300 miles. * 

Mr. Howatt. The one-minute rate now in effect in Minnesota for 
300 miles is 90 cents. The proposed present person charge, minimum 
charge conversation for a distance of 300 miles, person to person 
conversation, would be $240. 

Mr. Beakes. What is the station to station rate ? 

Mr. Howatt. Station to station rate for a distance of 300 miles 
would be $1.95. 

Mr. Steenerson. What is the next lowest distance charge, lower 
than 300 on your table there ? 

Mr. Howatt. The station to station schedule next distance would 
be between 288 to 296 miles, $1.90; for the person to person schedule 
the charge for the distance between 288 and 296 miles is $2.35. 

The Chairman. What proportion of the calls would run 200 to 300 
miles ? 

Mr. Howatt. I haven't any specific information on that point. 
The percentage would be somewhere in the neighborhood of 10 per 
cent. 

Mr. KAMSErER. The gentleman who preceded you, Mr. Cashman, 
stated that 40 per cent of the calls were one-minute calls. I believe 
he stated that you had the data on that. Could you give us anything 
definite on that? Have you statistics or figures on it? Can you 
tell us what per cent of the calls of telephone companies of Minne- 
sota are one-minute calls, what per cent are two minutes, and what 
per cent are three minutes, and what per cent are more than three 
minutes ? 

Mr. Howatt. I regret to say that I am forced to correct the state- 
ment of Mr. Cashman in that I did not furnish him with the infor- 
mation as to the number of calls or percentage of calls which are 
confined to one-minute conversations. I believe that he ijitended that 
statement to cover his own business and his own experience. 

Mr. Ayres. I think that is what he said. 

Mr. Howatt. I have no definite information as to the percentage 
of calls which are confined to either one, two, or three minutes dura- 
tion. I have asked the telephone companies some time ago for sta- 
tistical information along these lines, but for some reason or other 
they have not so far seen fit to furnish it. 

Mr. Kamseyer. None of them on a single line? 

Mr. Howatt. No, sir. 

Mr. Ramseyer. Would you undertake to venture a guess on your 
own observation as to the percentage of one, two, and three minutes? 

Mr. Madden. His guess wouldn't be any better than anybody else's. 

Mr. Ramseyer. He is an expert. 

Mr. Howatt. My guess wouldn't be any better than anybody else's 
except that I do know that a lar^e number of the calls are between 
two and three minutes, that the initial period connected to any given 
and the fact that we have in effect in Minnesota large numbers of 
the so-called one-minute rates that will necessarily have a very large 
number of conversations completed within one minute. 

Mr. Ramseyer. That is about as definite as you care to make the 
statement? 

Mr. Howatt. I don't see how I could make it any more definite. I 
would be glad to do it. 
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Mr. Lamar. I may state in that connection: Mr. Robinson, the 
president of your Tri-States, has made up some figures on this very 

S reposition which I understand have been published or will be pub- 
shed in the next issue of some financial paper published at St. Paul. 
Copy of those figures were sent to me and he shows that the average 
rates, average time used in the Tri-States, is 2.41 minutes. 

Mr. Ho watt. Mr. Bobinson gave me that information as made 
from a study made in 1913. 

Mr. Lamar. I do not know what time the study was made. 

Mr. Bamseyer. How long have you had in effect in Minnesota 
one-minute schedule? 

Mr. Howatt. For a good many years. I am unable to say as to 
just when one-minute rates went into effect. 

Mr. Bamseyer. Do these one-minute rates apply to all companies 
or just to some, or are your rates named for all companies. 

Mr. Howatt. The Northwestern Telephone, a subsidiary of the 
Bell system, and the Tru-States Telephone & Telegraph Co. control 
the long-distance business of the State of Minnesota. For a great 
many years these companies were competitors in the toll business. 
These one-minute rates were established years ago by those com- 
panies between towns of considerable distance, for the purpose of 
developing business. They have accomplished their purpose, and 
where those one-minute rates are in effect there is a considerable 
volume of business to-day. 

Mr. Bamseyer. Then they are not universal over the State? 

Mr. Howatt. The schedule generally used is what the telephone 
companies call their standard schedule ; it is based on an initial talk- 
ing period of three minutes up to a distance of 22 miles and upon 
an initial talking period of two minutes for all distances above that. 

Mr. Bamseyer. But since your board has been created and the 
legislature has given you control over the telephones — what year 
was that? 

Mr. Howatt. 1915. 

Mr. Bamseyer. Haven't you adopted it uniformly for all the 
companies? 

Mr. Howatt. I should like to make some explanation of that, in 
order to answer your question. 

Mr. Bamseyer. Just answer my question, then. I want to know 
whether these rates and times are uniform over the State. 

Mr. Howatt. The law giving the railroad and warehouse commis- 
sion jurisdiction over telephones was passed during the month of 
April, 1915, and became effective July 1, 1915. Between the dates 
of the passage of the bill and the date that the law became effective, 
the toll companies of Minnesota increased their toll rates throughout 
the State and placed into effect the rates which I am now discussing 
as the person rates. These rates were built up and prepared by the 
telephone companies and were greatly in excess of the rates in effect 
prior to that time, so much so that during the first year they 
increased revenue per message for business of the Northwestern 
within the State 3£ cents per message. Those rates were deemed 
very much too high by the legislature of our State and they at our 
last session appropriated money and ordered the railroad and ware- 
house commission to make a valuation of toll properties of the toll 
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companies and go into a detailed investigation to determine the 
reasonableness of the rates at that time. For that reason no further 
adjustment of the rates has been made. 

Mr. Eamseyer. Then they are not uniform throughout the State ? 

Mr. Howatt. Not absolutely uniform. There are in effect in Min- 
nesota, approximately 2,789,000 of these two-minute rates which I 
mentioned, as compared with some 2,400 of the one-minute rates. 
I make that statement to give you a comparison. It amounts to a 
good deal in the volume of business. 

Mr. Black. Just between a few points ? 

Mr. Howatt. Very important points. 

Mr. Black. How many million of the two-minute rates ? 

Mr. Howatt. Approximately 2,789,000. 

Mr. Eamseyer. So, the Postmaster General's order has the virtue 
of making the rates uniform through the State, something you have 
not got now. 

Mr. Howatt. Our rates are practically uniform now, and any 
time that the two-minute rate is of any more benefit to the public 
than the one-minute rate that rate goes into effect between any two 
particular communities. 

Mr. Eamseyer. By whose authority did they go into effect? * 

Mr. Howatt. The authority of the Railroad and Warehouse Com- 
mission, sir. 

Mr. Black. On that point I wish to ask this question about that 
one-minute rate. Would it apply to distances as far as 300 miles? I 
would like to have that explained more. From your information 
there this one-minute rate applies only to a limited territory. 

Mr. Howatt. This one-minute rate is in effect between points of 
various distances through the State and is generally in effect between 
towns at a considerable distance. Take for instance, the distance 
from Minneapolis to Crookston, which Mr. Steenerson says is some 
300 miles; I am sure it is much less than that by air line. 

Mr. Steenerson. By air line it is less. 

Mr. Howatt. And it is also in effect between a great many lines of 
a similar distance ; also for short distances. Competitive conditions 
brought that rate into effect between certain towns of shorter distance. 

Mr. Black. Are there many calls in addition to 30Q miles of only 
one minute conversation? Is that rate used extensively for the dis- 
tance of 300 miles ? ' 

Mr. Howatt. I should say that wherever the rate is in effect there 
is a considerable volume of business. 

Mr. Eamseyer. It is not in effect between short distances. 

Mr. Howatt. In no distance under 40 miles is it in effect. 

Mr. Eamseyer. Where a man goes to the trouble of calling a man 
up on long-distance, he is going to talk strictly business, not social 
or anything of that kind. 

Mr. Howatt. My understanding is that when the one-minute rate 
was promulgated that it was to give the patrons the advantage of a 
low minimum charge and induce him to use the telephone, because if 
he would pay for his call basis on a longer initial period the minimum 
charge might be prohibitive. It was to induce business. 

Mr. Eamseyer. As a matter of fact, this commission of which you 
are a member hasn't promulgated any new rates since this law went 



GOVERNMENT CONTROL OF TELEGRAPH AND TELEPHONE. 241 

into effect July, 1915, but the rates in effect in Minnesota are the rates 
put into effect by the various telephone companies between March, 
when the law was passed, and July, when the law went into effect 
in 1915? 

Mr. Howatt. That is true. 

Mr. Madden. The companies haven't been allowed to change the 
rates. 

Mr. Steenerson. They applied for an increase and had a hearing* 

Mr. Howatt. The company did apply for an increase in rates. 

Mr. Madden. And were never allowed to increase them until the 
Government took control. 

Mr. Howatt. The application was denied. 

Mr. Steenerson. The hearing was in December? 

Mr. Howatt. The hearing was held in December, 1918. The order 
denying application was issued on December 31, 1918. 

Mr. Ramseyer. Have there been any applications by users of tel- 
ephones since July, 1915, to reduce the rates? 

Mr. Howatt. Only in isolated cases and that was where they asked 
for a change from either the two-minute to one-minute initial period 
or from the one-minute to two-minute initial period. I should like 
to have it understood that the reasonableness of the rates now in 
effect are under investigation and it would be reasonable to assume 
that the commission would not order any hew schedule of rates 
until they were definitely satisfied that the new schedule was nec- 
essary. It is necessary to make a valuation of the property, and 
that, I understand, is now being conducted. 

Mr. Ramseyer. Is the commission making an investigation in re- 
gard to changing the rates upon its own motion or on complaint from 
the patrons? 

Mr. Howatt. It is being done upon its own motion and upon the 
suggestion of the legislature of the State of Minnesota. I should 
say that the commission started this investigation upon its own mo- 
tion because of having received a great many informal complaints 
with respect to these rates. 

Mr. Ramseyer. The people of the State of Minnesota — have they 
been quite generally satisfied with the telephone system of the State? 

Mr. Howaot. In what respect, sir? 

Mr. Ramseyer. As conducted by these private telephone companies. 

Mr. Howatt. Until recently I believe the telephone patrons were 
very well satisfied with the service. They have complained as to 
the rates for a number of years. 

Mr. Ayers. They have or have not? 

Mr. Howatt. They have. 

Mr. Ayers. As being too high or too low? 

Mr. Howatt. Too high. 

Mr. Steenerson. Toll rates? 

Mr. Howatt. As to toll rates, just as in many instances as to the 
local exchange rates. 

The Chairman. Let Mr. Lamar ask a question or two and we 
will close the hearing. 

Mr. Lamar. Before asking this witness a question I will say that 
the basis of this new toll scheme has been considered very carefully 
by the rate-expert committee who have been at work for some time. 

Mr. Steenerson. Who is that committee? 
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Mr. Lamar. Some five or six gentlemen. One or two members of 
the State commissions, and the rate expert of the Bell Telephone 
Co., and Mr. Lewis has been giving the question a good deal of 
study. I have had nothing to do with their deliberations and I do 
not assume to know the rate question intelligently at all, but I know 
something of the principle upon which they operated in figuring 
out this scheme of rates, and I think this is a good time to put that in 
the record. 

Mr. Stbenerson. Could you tell us who were the representatives 
of the State Commission? 

Mr. Lamar. I think Mr. Simpson, of the Missouri commission, and 
possibly one of the Massachusetts commission are on this rate com- 
mittee. 

Mr. Steenerson. You do not recall their names? 

Mr. Lamar. I do not recall their names. 

Mr. Steenerson. What is the name of the Bell Telephone man ? 

Mr. Lamar. Mr. Thayer. 

Mr. Steenerson. And Mr. Lewis. Who else? 

Mr. Lamar. Mr. Barnard is the special rate expert. 

Mr. STEENfeRSON. Is he a Bell man? 

Mr. Lamar. Yes. 

Mr. Steenerson. And Mr. Lewis. 

Mr. Lamar. I will put the names of the committee in the record so 
as to be accurate. 1 

Mr. Steenerson. That is all right. I only want their antecedents. 
There are three men connected with the Bell telephone companies? 

Mr. Lamar. No ; there is only one man on the committee who has 
been with the Bell Telephone men. Mr. McVeagh, who was president 
of the Ohio State Telephone Co., is on that committee also. 

The Chairman. Go ahead. 

Mr. Lamar. As I understand the matter, they are trying to adjust, 
these toll rates on some scientific basis. I remember in the early dis- 
cussion of this rate committee that there was a report that it took, I 
think, from 12 to 13 minutes from the time that a long distance call 
was put in before the two persons were brought together to talk. 
Now, in that period the whole plant between the two points is prac- 
tically devoted to the service of the persons conversing. The time of 
the conversation, while it has heretofore been used as the basis for 
the charge, as a matter of fact, takes up a very small part of the time 
that is actually consumed by getting these two men together. 

In that connection I would like to ask this witness what the value 
of the circuit would be on this 300 miles that Mr. Steenerson has just 
been talking about, copper wire circuit for 300 miles. I would like to 
know just what your idea would be as to the value of the plant de- 
voted to the conversation between two people when a connection is 
made over that distance. 

Mr. Howatt. Do you mean the cost of the circuit ? 

Mr. Lamar. The cost of the circuit. You are an expert on thd 
commission. 

Mr. Howatt. I could give you a page full of answers to that ques- 
tion and it will be necessary to make a calculation. 

Mr. Lamar. Give us it roughly. 

1 Names of the committee not printed. 
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Mr. How att. I should say that the cost of a direct current circuit 
would be very small as compared with the cost of a direct metallic 
circuit of No. 12 copper ; that it would be very much smaller as com- 
pared with the cost of a direct metallic circuit of No. 8 copper ; that 
it would be very small as compared with the cost of a built-up circuit 
between. 

_ • 

Mr. Lamar. Just the average cost of the circuit now employed 
so as to get a general idea of what this order means to the country. 
Of course, we understand that there have been improvements in 
telephoning; that they are now using a smaller wire and have in- 
troduced many economies in the last few years that make the circuit 
cheaper than before. Take No. 8 wire,' a small wire. 

Mr. How att. No. 8 is a large wire ; it is little used now. 

Mr. Lamar. No. 12 wire, I mean. 

Mr. Howatt. No. 12 wire has varied in cost from 13 cents to 34 
cents a pound, and that size wire weighs about 172 pounds to the 
mile. I am not prepared to make a computation. Those are the 
factors that will enter into it. 

Mr. Lamar. There will be several thousand dollars of plant em- 
ployed in getting these two people together. 

Mr. Madden. Not to get two people together ; to get the whole 
business together. 

Mr. Lamar. To get the two people together for this period. They 
are occupying the entire plant during this conversation. 

Mr. Steenerson. Is it your idea that they ought to charge for the 
12 minutes in order to charge for the time they talk? 

The Chairman. Let him ask. 

Mr. Lamar. If you have any idea as to whether that statement 
made by one of the experts of the Bell Telephone Co. that it took 
between 12 and 13 minutes average length of time to get long distance 
connection through to get two people talking. Have you any in- 
formation as to whether that is correct? 

Mr. Howatt. I would have to know whether or not he is basing 
his calculations upon what is ordinarily termed the long-line 
business of the American Telephone & Telegraph Co., or whether he 
considers a local business in what I call short-wire business in con- 
nection with long-haul business that might be confined in the State 
with some other business. It is possible that for the long-line busi- 
ness of the American Bell Telephone companies, the figures you give 
are probably correct. ' 

Mr. Lamar. Probably correct? 

Mr. Howatt. That has no direct relation with the total amount 
of business that might be confined within a given area, for instance. 

Mr. Lamar. I am talking about the plant now employed in en- 
abling two people to talk with each other and the time that plant 
is monopolized by these two people during the period from the time 
the call is put in until the conversation is completed. 

The Chairman. You mean the value of the use of that property 
during that period? 

Mr. Lamar. The value of the use of that extensive plant at that 
time. 

Mr. Steenerson. According to that you couldn't have but five 
telephone calls in an hour. 
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The Chairman. Let the witness tell that. 

Mr. Lamar. So much the more expensive. Now, if it takes an 
average of 12 minutes to establish an connection between these two 
parties, so far as the cost to the telephone company or cost of op- 
erating the property, it is not very significant whether they talk one 
minute or two minutes; it is? 

Mr. Howatt. It is very significant because the factor which jrou 
attempt to enter into this discussion is only one of the factors which 
go into making up of the rate schedule. 

Mr. Larmar. I am not prepared to discuss all of the factors en- 
tering into this rate schedule, but we will have the expert here to 
advise the committee on that. I simply want to develop from this 
witness whether he thinks that it is proper to consider in fixing the 
charge against an individual using the telephone the time or any 
proportion of the time that the entire plant is occupied before the 
conversation begins. 

Mr. Howatt. I think that is a part of the charge or one of the 
factors that enters into the cost of furnishing telephone service, and 
I personally believe that* it should be an overhead charge. 

Mr. Lamar. If it is overhead charge, service would have to pay for 
it in one way or the other ; on the one minute or two minute or three 
minute. 

Mr. Madden. The individual would not have to pay it. 

Mr. Lamar. As to this one minute basis, do you know of any other 
State in the Union where they have this one minute rate? 

Mr. Howatt. I do not. 

Mr. Lamar. And this peculiar case out in Minnesota grew up as 
a competitive outcome of two systems operating? 

Mr. Howatt. I wouldn't say it is necessarily the outgrowth of a 
competive system. As I previously stated, that rate was installed' 
for the purpose of developing a business and were based on con- 
crete knowledge. It has served its purpose. 

Mr. Madden. As a matter of fact, do you know that there are any 
such rates? 

Mr. Lamar. That is the only case I know of. There may be other 
cases. 

Mr. Madden. I think I recall very frequently being charged for 
one minute conversation on the telephone. 

Mr. Howatt. I think if I may be permitted to make a statement, 
regardless of whether one minute rates may be in effect in other 
States, the reasonableness of the rate schedules now in effect in 
Minnesota are now in question and investigation is being made to 
determine their reasonableness. The telephone companies got along 
a great many years and received favorable returns upon their old 
schedules. They made those schedules and put them into effect. 

Mr. Lamar. Under different conditions than those now prevailing 
as far as cost of operation and labor and material is concerned. 

Mr. Howatt. The reasonableness of those schedules is now be- 
ing investigated. 

Mr. Lamar. Would you think that if this system that this rate- 
committee has worked out and which the Postmaster General has 
accepted as a scientific readjustment and standardization of toll 
rates works well throughout the country, except over those particular 
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distances between those cities in Minnesota where you have the one- 
minute rate, that the entire system should be done away with because 
it interferes with your one-minute special up there? 

Mr. Howatt. Am I to understand by your question, whether or 
not I am in favor of the complete standardization of rates through- 
out the country ? 

Mr. Lamar. No; that is not the question. Concede for the pur- 
pose of the Government that the standardization is all right, do you 
think that it ought to be abandoned because it interferes with the 
peculiar situation that happens to exist out there between certain 
cities in Minnesota? 

Mr. Howatt. I think it ought to be interfered with in any case. 

Mr. Lamar. Should a national system not be adopted simply be- 
cause you have that peculiar situation in Minnesota * 

Mr. Howatt. Yes. 

Mr. Lamar. That is all. 

Mr. Steenerson. I would like to ask you one question here. 

The Chairman. Ask him. 

Mr. Steenerson. The attorney for the department referred to 12 
minutes that the American Telephone & Telegraph Co. stated it was 
occupied in making the connections. 

Mr. Lamar. I won't give that as the department figure, but it was 
a, large amount, and my recollection is between 12 and 13 minutes. 

Mr. Steenerson. Do you know whether or not the American Tele- 
graph & Telephone Co. operates long distance or short distance? 

Mr. Howatt. To the best of my knowledge, a great percentage of 
their business is over their own lines, or over lines owned and 
operated by the American Bell Telephone Co. — it is the American 
Telephone & Telegraph Co. — a great majority of that business is 
f br very long distances. 
.Mr. Steenerson. Hundreds of miles? 

Mr. Lamar. Entirely for long distances. 

Mr. Steenerson. It is entirely long distance business ; and is there 
any addition in the time consumed in making the connection for the 
long distance, 1,000 miles to 2,000 miles, as' the shorter distance? 

Mr. Howatt. As to the telephone service rendered to-day, I should 
say that generally a longer time is consumed in putting up a con- 
nection betwen two individuals at the greater distance than the 
short distance. 

Mr. Lamar. The longer the distance the more plant and more 
money invested and more return is to be expected on the investment 
during the period that the conservation requires or time in making 
a: connection before the conversation. 

Mr. Howatt. That might be true. But the telephone people ad- 
vise us that 50 per cent' of the telephone business, not considering 
tfte long-lines business to which we have referred, is within the. 
distance of about 35 miles. 
« The Chairman. Who will we hear next? 

Mr. Madden. I think we ought to adjourn. 

The Chairman. Very well ; before we adjourn, who do you want 
nBxt to-morrow? 

Mr. Black. What about Mr. Carleton ? Let us adjourn until 10.30. 

Mr. Ramseter. When are we going to hear the Postmaster General 
and the other members of the wire committee? 
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The Chairman'. We can have them here whenever you want them. 
I would like to know how many gentlemen want to be heard. 

If there is nothing further, we will now adjourn until 10.30 in 
the morning. 

(Thereupon, at 5.15 o'clock p. m., the committee adjourned until 
Thursday, January 23, 1919, at 10.30 o'clock a. m.) 

MB. BUBLESON'S STATEMENT. 

The association of Government operation of the wire service in the trans- 
mission of intelligence with the general policy of Government, ownership is 
entirely without warrant. 

Between Government ownership of railroads, coal mines, stockyards and 
other public utilities which invite private enterprise, and the operation of the 
wire service by the Government there is absolutely no parallel. 

The association of these two propositions by those who oppose the policy of 
Government ownership serves only to strengthen the position of public owner- 
ship advocates. 

If the wisdom and propriety of Government ownership of railroads, coal 
mines, and stockyards is to be determined by the reasons which support the 
ownership by the Government of the telegraph and telephone systems the way 
is made clear for the advocates of public ownership. 

Only by the recognition and frank acknowledgment of the radical difference 
between the performance by the Government of a Government function, which 
is involved in the control of the wire systems, and the performance by the 
Government of services which do not fall within Government function can 
the opponents of the general policy of Government ownership strengthen their 
position. 

The transmission of intelligence is a Government function provided for in the 
Constitution, and exercised as a monopoly through the Postal Service. The tele- 
graph and telephone systems are susceptible of no other employment than that 
of transmitting intelligence — which is a Government function. The railroads, 
though employed by the Government in the carrying of mail, are not used exclu- 
sively, as are the wires, for the communication of intelligence. They carry 
freight, express and passengers, which is not a function of the Government 
The same is true of the stage coach ; and coal mines, stockyards, and other pri- 
vate enterprises of public utility are not operated in the performance of any 
Government function recognized in the .Constitution. 

The argument in support of Government operation of the wire systems rests 
upon a single point — that of communicating intelligence for the convenience 
of the public and general national welfare — a service which the Constitution 
imposed upon the Federal Government as essential to the Nation's life, prog- 
ress, unity, and security. 

This argument and the obvious policy upon which it rests do not in any 
way apply to the railroads or to any other public utility. 

For the Government to refuse to perform the legitimate function of oper- 
ating the transmission of intelligence by wire, and to associate this service 
with services of a strictly private character, or which at best derive their 
public character from extended and general use by the public, is to invite the 
grouping of all these utilities and the adoption of a general policy of Govern- 
ment ownership; because the warrant for Government-owned wires is perfect 
and the argument in favor of it obvious and unanswerable. 

The acceptance of Government ownership and operation of electrical commu- 
nication as a Qovernment function, segregating it completely, would be the 
strongest possible answer to the common charge that Government ownership of 
public utilities is opposed only in the interest of private capital. 

Ownership of the wire systems can be supported because it is for the per-» 
formance of a purely governmental service. 

Government ownership of any other public utility may consistently be op- 
posed on the ground that it does not come within the province of government 

The opposition to a general policy of Government ownership is weakened if 
shown to be so lacking in discrimination and so prejudiced of purpose as to 
deny to the Government facilities for the performance of a public service which 
is one of its constitutional functions. 
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[Telegram.] 

San Angelo, Tex., January 21, 1919. 
Hon. Jno. A. Moon, 

Chairman Souse Committee, Washington. D. C. 
My judgment is that wire systems should remain under Federal control till 
August 1, 1919, and possibly August 1, 1920, but no longer. 

John Y. Rust, 
President San Angelo Telephone Co. 



[Telegram.] 

Angola, Ind., January 20, 1919. 
John A. Moon, 

Chairman Committee on the Post Office and Post Roads, Washington, D. C. 
This company favors Government purchase of telephones ; otherwise immedi- 
ate return. 

Home Telephone Go. 

H. E. Wildeb, Secretary. 

[Telegram.] 

Blybia, Ohio, January 20, 1919. 
Hon. Jno. A. Moon, 

Chairman House Committee on the Post Office and Post Roads, 
Washington, D. C. 
Earnestly request that definite date be fixed for turning over telephone lines 
as early as is consistent Government convenience and public interest. 

P. H. Williams, 
Editor Evening Telegram. 

[Telegram.] 

Man gum, Okla., January 23, 1919. 
John A. Moon, 

Chairman House Committee on the Post Office and Post Roads, 
Washington, IX. C. 
Sib: The universal desire of the independent telephone people and their sub- 
scribers in Oklahoma is for the prompt and speedy return of their property. 

Mangum Telepnone Go. 
A. Gordon, President. 

[Telegram.] 

Delaware, Ohio, January 22, 1919. 
Hon. John A. Moon, 

Chairman House Committee oh the Post Office and Post Roads, 
Washington, D. C. 
Our organization favors immediate return of telephone properties and are 
opposed to Government retention. 

Delawabe Commercial Club, 
F. M. Bauebis, President. 



[Telegram.] 

Ashland, Kans., January 23, 1919. 
Jno. A. Moon, 
Washington. . 
As one of the smaller independent telephone men, I want to protest against 
indefinite Government control of telephone. Should either return them at once or 
take them over and pay us for them, as present condition is very unsatisfac- 
tory to owners of plants. 

J. B. Stephens. 
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[Telegram.] 

Portage, Wis., January 20, 1919. 
Hon. John A. Moon, 

Chairman House Committee on the Post Office and Post Roads, 

Washington, D. C. 
No aid has been rendered this district by the Post Office Department in its 
administration of telephone properties. The public object to the unnecessary 
rates and regulations Imposed by the administration which protect big opera- 
tors at expense of small operators. Immediate return of our telephone property 
is requested. 

Postage Telephone Co. 



[Telegram.] 



Big Springs, Tex., January 22, 1919. 
Chairman House Committee on the Post Opfice and Post Roads, 

Washington, D. €. 
We note statement from Washington that the independent telephone com- 
panies do not want return of property. This is wrong impression. We and 
our people desire an immediate return of properties so we can furnish them a 
service satisfactory to their needs, which we can not do under regulation as it 
is at present. The undersigned companies cover one-sixth of Texas. 

The Western Telephone Co. 
The Midland Telephone Co. 
The Seminole Telephone Co. 



[Telegram.] 

Rochelle, III., January 20, 1919. 
Jno. A. Moon, 

Chairman House Committee on the Post Office and Post Roads. 

We favor immediate return of telephone properties to owners. 

Rock River Telephone Co., 

G. W. Hamlin, President. 

[Telegram.] 

Mitchell, Ind., January 20, 1919. 
Congressman Moon, 

Washington, D. C. 

You should turn telephone properties back to private ownership at once. 

M. M. Landreth, 
Secretary and treasurer Mitchell Telephone Co. 



[Telegram.] 

Bellevue, Ohio, January 20, 1919. 
John A. Moon, 

Chairman House Committee Post Office and Post Roads, Washington, D. C. 
At stockholders' meeting to-day it was unanimous decision of the stock- 
holders that the Moon resolution to continue Government control of telephone 
properties should be defeated and that the telephone properties be returned to 
their owners without unneessary delay. 

Frank A. Knapp, 
President Local Telephone Co. 

[Telegram.] 

Murphysboro, III., January 20, 1919. 
John A. Moon, 

Chairman House Committee Post Office and Post Roads, Washington, D. C. 

The Jackson County Telephone Co. requests the return of their property at 
the earliest possible time. 

I. W. Deason, 

President. 
J. J. Peirson, 

Secretary. 
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[Telegram.] 

Bowling Green, Ohio, January 20, 1919. 
John A. Moon, 

Chairman House Committee Post Office and Post Roads, Washington, D. C. 

We want to enter our protest against the Moon resolution to continue Gov- 
ernment control of telephone properties, and wish to ask their properties be 
returned to their owners without unnecessary delay. 

Tbk Wood County Telephone Co., 
By Robebt Place, President. 



[Telegram.] 

Bellevue, Ohio, January 20, 1919. 
John A. Moon, 

Chairman House Committee Post Offiee and Post Hoads, Washington, D: C. 

We want to enter our protest against the Moon resolution to continue Gov- 
ernment control of telephone properties and wish to ask that these properties be 
returned to their owners without unnecessary delay. 

The Bellevue Home Telephone Co., 
C. W. Bell. Vice President. 



[Telegram.] 

Galion, Ohio, January 20, 1919. 
John A. Moon, 

Chairman Hotise Committee Post Office and Post Roads, Washington, D. C. 

Deab Senator: We hereby wish to enter our most sincere protest against 
the Moon resolution to extend time of Government taking over the telephone 
companies and respectfully request that telephone companies be turned to 
original owners without unnecessary delay. 
Very respectfully. 

The Galion Telephone Co., 
Per J. L. Gugler. 



[Telegram.] • 

Monmouth, III., January 21, 1919. 
John A. Moon, 

Chuirm-an House Committee Post Office and Post Roads, Washington, 1). C. 

The stockholders, and directors of this company are exceedingly anxious that 
their property be returned to them at the earliest date. 

Roseville Telephone Co., 
Walter Wauoh, Secretary. 



[Telegram.] 

Columbus, Ohio, January 21, 1919. 

John A. Moon, 

Chairman House Committee on Post Office, Washington, D. C. 

We favor immediate return of telephone plants to private ownership. 

The Blaokrun Tea Co., 

Lorain, Ohio. 



[Telegram.] 

Murphysboro, III., January 20, 1919. 

Hon. John A. Moon, 

Chairman House Committee Post Office and Post Roads, 

Washington, D. C. 

The Murphysboro Telephone Co. request the return of their properties soon as 

it can consistently be done. 

A. B. Minion, 

President. 
100392— 19— ft 2 12 
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[Telegram.] 

Dixon, III., January 20, 1919. 
John A. Moon, 

Washington, D. C. 
We favor immediate return to us of our telephone property. 

W. C. Dubkes, 
Chairman Executive Committee Dixon Borne Telephone Co. 



[Telegram.] 

Monmouth, III., January 20, 1919. 
John A. Moon, 

Washington, D. C. 

The stockholders and directors of the company are exceedingly anxious that 
their property be returned to them at the earliest date. 

Monmouth Telephone Co., 

F. A. Xorbis, Secretary-Manager. 

[Telegram.] 

Fbeepobt, III., January 20, 1919. 
Mr. John A. Moon, 

Chairman Committee on the Post Office and Post Roads, 

Washington, D. C. 

Stephenson County Telephone Co., of Freeport, 111., desires to be recorded 
before your committee in favor of the immediate return of its properties to 
the owner. 

D. C. L. Mease, President. 

[Telegram.] 

Stbonghubst, III., January 20, 1919. 
John A. Moon, 

Chairman Committee on the. Post Office and Post Roads, 

Washington, D. C. 

Information received here to-day that the United States Telegraph and 

Telephone Administration has or has been given the impression that all inde- 

* pendent telephone companies favor surrendering their property. However, this 

is erroneous, and we beg to say we are opposed to the plan and ask for the 

privilege of operating as in the past. 

Stbonqhubst Telephone Co. 

Lahabpe Telephone Co. 

Macomb Telephone Co. 

Lomax Telephone Co. 

Rabitan Telephone Co. 



[Telegram.] 

Biggsville, III., January 21, 1919. 
Hon. John A. Moon, 

Chairman Committee on the Post Office and Post Roads, Washington, D. C. 

Please count me opposed to purchase of telephone property by General Gov- 
ernment. Serve 1,800 people from 300 party stations. Supervision by State 
commission should guarantee all rights of patrons. 

H. W. Stewabt, 
Proprietor of Telephone Exchange, Kirk wood. III. 



[Telegram.] 

Huntingtonbtjrg, Ind., January ;>0, 1919. 
Hon. John A. Moon, 

Member of Congress, Washington, D. C. 

Not in favor of Government ownership of telephone. 

Dubois County Telephone Co. 



I 
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[Telegram.] 

Warren, Ohio, January 20, 1919. 
John A. Moon, 

Chairman House Committee on the Post Office and Post Roads, 

Washington, D. C. 

We favor the immediate return of our property and are opposed to the Gov- 
ernment retaining the plans. 

The Warren & Niles Tel. Co. 



[Telegram.] 

Galva, III., January 20, 1919. 
Hon. J. A. Moon, 

Chairman House Committee on the Post Office and Post Roads, 

Washington, D. C. 

Dear Sir: We, the undersigned, wish to emphasize the fact that it is the 
sentiment of the stockholders and subscribers of our telephone companies 
favoring their immediate return to private control ; that it is for the best in- 
terests of all concerned. 
Very respectfully, 

R. P. Dexter, 

Secretary Qalva Telephone Co., Galva, IlL 
J. A. Price, 

Manager Stark County Telephone Co., Toulon, III. 
S. A. Brown, 

Manager Altona Mutual Telephone Co., Altona, IlL 
Manager Cambridge Mutual Telephone Co., 
Cambridge, III. 



r [Telegram.] 



Jaynesville, Wis., January 20. 1919. 
J. A. Moon, 

Chairman House Committee on the Post Office and Post Roads, 

Washington, D. C. 

This company is opposed to Government ownership of telephone lines and 
favor immediate return of its property. 

F. H. Howe, 
President Rock County Telephone Co. 



[Telegram.] 

« 

Elyria, Ohio, January 19, 1919. 
Hon. John A. Moon, 

Chairman House Committee on the post office and post roads, 

Washington, D. C. 

The Elyria Telephone Co. requests the return of their properties with ex- 
pediency. 

A. J. Curben, President. 



[Telegram.] 

Elmore, Ohio, January 19, 1919. 
John A. Moon, 

Chairman House Committee on the post office and post roads, 

Washington, D. C. 

Enter us as opposed to resolution extending time of control of telephone 
lines. 

New Ottawa County Telephone Co.. 
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[Telegram.] 

Jacksonville, Fla., January 21, 1919. 
John A. Moon, 

Chairman House Committee on the post office and post roads, 

Washington, D. C. 

War over. Would like our property turned back to us. We are opposed to 
Government ownership. 

Illinois Telephone Co., 
By W. W. Holliday, 

President and General Manager. 



, [Telegram.]' 

Cibclkville, Ohio, Jamiary 20, 1919. 
John A. Moon, 

Chairman House Committee on the post office and post roads, 

Washington, D. C. 

The voice of Independent Telephone people in Ohio is for immediate return 
of their properties. The people generally opposed to Government ownership. 

H. P. Folsom, 
Secretary Independent Telephone Association of Ohio. 



[Telegram.] 

Columbus, Ohio, January 21, 1919. 
John A. Moon, 

Chairman House Committee on the post office and post roads, 

Washington, D. C. 

Conditions under which and reasons for taking over telephones by Govern- 
ment no longer exist, and we are strongly opposed to further retention by Gov- 
ernment of telephone properties. Present conditions urgently demand their 
immediate return to their respective owners, and we not only favor this im- 
mediate return but ask that immediate return be made thereof. 

Mabion County Telephone Co., 
By F. E. Guthery, President. 



[Telegram.] 

Bellefontaine, Ohio, January 20, 1919. 
Hon. John A. Moon, 

Chairman House Committee on the Post Office and 

Post Roads, Washington, D. C: 
The United Telephone Co. is the largest independent rural operating phone 
company in Ohio. Our stockholders, of which there are nearly 400, are unani- 
mous in opposition to the Government retaining their property, and they ask 
that it be returned immediately. 

United Telephone Oo. 
D. E. Strayer, President. 
Joseph F. Dhcneb, Manager. 



[Telegram.] 



Tboy, Ohio, January 21, 1919. 
John A. Moon, 

Chairman House Committee on the Post Office and 

Post Roads, Washington, D. C: 
We are opposed to the Government retaining control of telephone properties, 
and urge immediate return of same to their owners. 

Tboy Telephone Oo. 
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[Telegram.] 

Macomb, III., January 21, 1919. 
John A. Moon, 

Chairman House Committee on the Post Office and 

Post Roads, Washington^ D. C: 
We favor the immediate return of telephone property to their owners. 

Macomb Telephone Co. 
B. S. Sushee, General Manager. 



[Telegram.] 

Blybia, Ohio, January 20, 1919. 
Hon. John A. Moon, 

Washington, D. C: 
Request that telephone properties he returned to owners at earliest date 
possible. 

Stbottp & Fatjveb. 



[Telegram.] 

Delawabk, Ohio, January 21, 1919. 
John A. Moon, 

Chairman House Committee on the Post Office and 

Post Roads, Washington, D. C: 
We are in fqavor of immediate return of our property, and are opposed to the 
Government retaining them. 

Citizens Telephone Co. 
W. M. Heselttne, Director. 

[Telegram.] 

Haskell, Tex., January 21, 1919. 
Hon. J. A. Moon, 

Chairman House Committee on the Post Office and Post Roads, 

Washington, D. C. 

We favor immediate return of telephones to private ownership and think same 
should be done at once. 

Haskell Telephone Co., 
A. J. Coombs, Manager. 

[Telegram.] 

Holland, Ind., January 20, 
J. A. Moon, M. C, 

Washington, D. C. 

We are opposed to Government ownership of telephone. 

Holland Telephone Co. 

[Telegram.] 

Mitchell, Ind., January 20, 1919. 
Congressman Moon, 

Washington, D. C. 

Insist on telephone properties turned back to private ownership In next few 

Sisom, 
General Manager Mitchell Telephone Co. 



[Telegram.] 

Biqgsville, III., January 20. 
Hon. John A. Moon, 

Chairman Committee on the Post Office and Post Roads, 

Washington, D. C. 

The owners of the Farmers' Telephone Exchange, at Biggsville, 111., serving 
890 stations and 2&QQ people, urge you to return the property at the close of 
the war. Willing to submit to regulations. 

Chas. A. Knustrom, Manager. 
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American Telephone & Telegraph Co., 

New York, January 18, 1919. 
Hon. John A. Moon, 

Chairman Committee on the Post Office and Post Roads, 

Washington, D.C. 

My Dear Sir : The Postmaster General asked me if I could be present at the 
hearing on Tuesday, thinking perhaps you would like to call upon me. 
Although I had a very important engagement in Boston on that date, I thought 
I could and said I would postpone it. I find out is is impossible, as it involves 
too much disturbance, and under the impression that it was more or less 
uncertain about my being called by you, asked the Postmaster General to 
arrange a cancellation of my commitment to be in Washington. 

The Postmaster General then requested me to write to you. 

In respect to the bill before you, I do not know thai I can add to what was 
contained in my previous letter. 

I do, however, wish to emphasize the fact that it is of the utmost importance , 
to all interests, public and private, that some effective solution of the wire 
problems be made, and further, that I believe it can be made on acceptable 
lines, such as will be welcomed by the public. 

There has been such a change in the " state of the art " and in the general 
public interests dependent upon these utilities, as well as }n the conditions 
upon which they are dependent, that it seems to be an imperative obligation to 
make the effort, and that such an effort should be made now before they are 
turned back. 

While the larger properties have been able and will be able to continue in 
the future as in the past, if necessary, yet the economic laws, which neither 
legislature nor public opinion can change, make it inevitable that there is 
nothing but deterioration and final complete loss ahead of many of the smaller 
properties, unless something is done which will make it possible to utilize 
such properties before depreciation and obsolescence have done their work. 

Effective action will not only save large amounts of existing property by 
enabling it to be properly utilized, but it will save a much larger amount of. 
new capital investment in the near future by utilizing all existing plant to its 
utmost. 

It will immediately make some and in time make all of those economies 
possible which the advocates of unification have promised. What is of more 
importance, in my estimation, however, is that it will enable many useful'' 
services to be put at the public use, which will be worth more than the 
economies promised. 

Reduction of rates on any wholesale plan can not be expected, because of 
the great increase in expenses not provided for by any corresponding increase 
in revenue, which in itself constitutes a reduction of at least one-half in pre- 
war prices. 

If it is your desire, I could be in Washington any time after Thursday. 
Respectfully, yours, 

Theo. N. Tail, President. 



National League of Commission Merchants of. the United States. 

New York City, January 18, 1919. 
Hon. John A. Moon, • • 

Chairman House Committee on Post Offices, Washington, D. C. 

Dear Sir: At the twenty-seventh annual convention of the National League* 
of Commission Merchants of the United States, held in the city of Boston, 
January 7-10, in was unanimously voted that the National League of Commis- 
sion Merchants of the United States go on record as being opposed to Govern- 
ment ownership of telephone, telegraph, and cable lines; that the league file 
its protest and declare itself in favor of return to private ownership and 
operation as soon as practicable. 

Therefore, in accordance with instructions, I am conveying this information 1 K 
to you at this time. 

Very truly, yours, 

R. S. French, 
General Manager and Secretary. 
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Committee on Ways and Means, 

House of Representatives, 
Washington, D. C, January 22, 1919. 
Hon. John A. Moon, 

Chairman of Post Office and Post Roads Committee, Washington, D. G. 

Dear Sib: Please find Inclosed a copy of a letter received. 
Mr. W. H. Hurley, a prominent business man in my home city, protests 
against the drastic increase in long-distance telephone calls that became effec- 
tive January 21, 1919. 

I ask your careful consideration of this letter. 
Very truly, yours, 

C. C. Dickinson. 



Clinton, Mo., January 18, 1919. 
Hon. O. C. Dickinson, 

Representative in Congress, Washington, D. C. 

Dear Mb. Dickinson : No doubt your attention has been called to the drastic 
increase in long-distance telephone calls that becomes' effective January 21, 
1919, which increase has been ordered by Postmaster General Burleson. The 
unfairness of the increase lies particularly in the fact that if I desired to call 
a particular person at a particular telephone number in Kansas City or Chicago 
or any other city, and that person was not in the office at the time, I would t?e 
required to pay for the call the same as though he were present; or, as an 
alternative, in addition to the 50 per cent increase of former rates, pay an- 
other 20 per cent additional price on the increased rates to talk to my par- 
ticular party. I feel that this drastic advance in rates is unreasonable and 
unwarranted, and while, personally, I would be willing to pay an increase of 
former rates to care for the additional cost of doing business, at the present 
time I am not in favor of the present rates. Will you not exert your influence 
to the end that pressure be brought on Postmaster General Burleson so that 
the new rates be suspended and that " person-to-person " rate be placed on 
basis as the " station-to-station " cost 

Thanking you for a statement from you covering your views on the subject, 
I am, 

Very sincerely, yours, 

W. H. Hurley. 



Kellogg Switchboard & Supply Co., 

Chicago, January 20, 1919. 
Hon. J. A. Moon, 

Post Office Committee, Washington, D. C. 

Dear Sir: We write, appreciating that you are fully conversant with con- 
ditions in the operating field, and to call your attention to the situation as 
affects the manufacturers. 

Inclosed herewith please find copy of my letter of December 6, 1918, to Hon. 
A. S. Burleson. Since writing this letter an operating board has been appointed 
by the Postmaster General, who, we think, are doing all they possibly can under 
the circumstances, to improve conditions in the industry. 

Our lack of orders is embarrassing. All of our Government contracts have 
been canceled, and we are now employing about 1,300 men, against some 2,300 
men prior to our entrance into the war, and unless the telephone business ma- 
terially improves in the near future, we not only can not take care of this 
number, but it will be absoultely impossible for us to take care of 242 em- 
ployees of ours whom we expect to return as demobilization progresses. 

It seems imperative to us that some action on the part of Congress be taken 
at once, that will remove the uncertainties now existing in the industry, estab- 
lishing some fixed date for the termination of Government control. All parties 
could then provide for possibilities, which the public will soon demand. 
Yours, very truly, 

.t. B. Edwards, President. 
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December 6, 1918. 
Hon. A. S. Bubleson, 

Postmaster Gteneral, Washington, D. C. 

Dear Sir: The Kellogg Switchboard & Supply Co. is the largest independent 
manufacturer of telephone apparatus. Before the war and during normal 
times in the telephone business, we employed some 2,300 employees, and did a 
gross business of about $5,000,000 annually. 

During the war and after the telephone lines were taken over by the Gov- 
ernment, our normal business almost ceased entirely, and we manufactured 
telephone and aeroplane apparatus for the United States Signal Corps and the 
allies. This work amounted to about 80 per cent of our production. 

A large part of this war business has been canceled, reducing our employees 
to about 1,600 at present, and if the balance is not canceled, it will be com- 
pleted not later than February, 1919, further reducing our employees, to prob- 
ably 600 people, or not enough to continue in this special and highly technical 
electrical line and keep our organization together. 

I have recently interviewed representatives of several of the large independent 
operating companies, who always have been our customers in normal times, as 
to the prospects for an early return to normal conditions in the telephone busi- 
ness. Without exception, these telephone interests advised me that they did 
not know what the future held in store, and that they could give me no assur- 
ance of any telephone business in the future that would enable me to keep the 
Kellogg Co. organization together. 

The Bell-owned factory, the Western Electric Co., 4s in no such position as the 
independent manufacturers. They are favored with the American Telephone 
& Telegraph Co. business without competition, which business amounts to a 
great deal more than one-half of the total of the United States, and also as a 
result of severe past competition, share largely in the outside non-Bell business. 
# (See record of Federal Trade Commission investigation.) 

The Western Electric Co., although the largest telephone factory, is a small 
item when considered as a part of the vast Bell organization, and that organi- 
zation, as a whole, will support if necessary, and keep together the factory- 
organization, out of the general funds of the system. 

If the Government permits the independent factories to suffer severely, 
while the Western is protected by its closed Bell business and its Bell relation- 
ship, it is clear that Government control will have resulted in unfairly im- 
proving the competitive position of one telephone factory at the expense of all 
the others, and at the ruin of perhaps some of them. 

I will only mention America's predominance as the world's source of advance 
in technical telephony, incontestably founded upon competitive manufacturing, 
as a base upon which a sound public policy for their preservation in the present 
crisis, rests. 

I write you this letter because we are worried over the situation, and because 
I have sought in vain for an answer elsewhere. 

You will appreciate that it is necessary to anticipate the future far enough 
ahead to provide work for our organization and it is for this reason that I 
request information from you upon the situation. 
Respectfully yours, 



President. 



Athens County Independent Telephone System. 

Athens, Ohio, January 20, 1919. 
John A. Moon, M. C, 

Washington, D. C. 

Deab Sir: We are very anxious to see a return of our telephone properties 
to our own local management after haying been 18 years developing them. 

Government ownership must either improve the service or cheapen the price 
if it meets with public approval. Conditions are absolutely wrong to ac- 
complish either at present, so there is no chance for its success. 

We are asking for a deferment of your proposition for even a retention of 
them for a period of three years. We prefer to have them back when peace 
is declared. 

Very truly, 

C. L. Jones, General Manager. 
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MEMORANDUM FOR JUDGE LAMAR. 

Am returning herewith your file 53347 re Postal Telegraph System. 

The aggregate net earnings for four years, as shown by their questionnaire, 
are $14,303,417.07, an average of $3,575,854.27 per year. The only figures avail- 
able from reports filed by the individual companies with the Interstate Com- 
merce Commission are for the years ended December 31, 1916, and 1917. All 
the companies have filed reports for these years with the exception of Mackay 
Telegraph & Cable Co. (Arkansas) for the year 1917, and we have therefore 
used 1916 figures as reported by this company, in our computations for 1917. 
The aggregate net earnings shown from the tabulation of these reports is 
$641,948, an average per year of $320,974. There is a large difference between 
these amounts which should be accounted for by the Postal Co. 

The returns purport to represent the same companies with the following ex- 
ceptions : The Postal report includes the Boston District Messenger Co. and ex- 
cludes the North American Telegraph Co., while the I. C. C. statement excludes 
the first-named company and includes the latter. 

For convenient comparison, I have had the figures for the years 1916 and 
1917 as reported on the questionnaire filed by the postal companies, inserted 
in columns (a) and (&) on the attached questionnaire form while the returns 
for these years, as complied from Interstate Commerce Commission records 
are shown in columns (c) and (d). I have also had comparative figures en- 
tered in the answers to question (4) on the questionnaire. 

While the form is self-explanatory, yet It seems desirable to call specific at- 
tention to the following features: The postal companies' returns for operating 
revenues are perceptibly higher, and their returns for operating expenses per- 
ceptibly lower, than computations made from Interstate Commerce Commission 
reports. The net operating revenues and net income as returned by the postal 
companies show an increase 1917 over 1916, while computations made from 
Interstate Commerce Commission records show a decrease in each item. In- 
terest on funded debt is reported by the postal companies as $800,000 while in 
reports filed with the Interstate Commerce Commission they show only $26,000. 
It is stated in the questionnaire that the profits left with the subsidiary com- 
panies were not used for dividends, indicating that no divdends were declared 
by these companes, while returns to the Interstate Commerce Commission show 
$60,000. The postal companies show over $500,000 expended for property dur- 
ing each of the years 1916 and 1917 while in reports to the Interstate Com- 
merce Commission practically nothing is shown. In respect to depreciation it 
is stated that depreciation is taken care of under the title of " General repairs," 
which statement is not entirely clear. The I. C. C. tabulations, however, show 
more than $2,000,000 depreciation for each of the years 1916 and 1917. 

There is a considerable disparity in the returns in answer to question (d) 
wherein they state that the " Total investment in plant and equipment " is not 
known, while the I. C. C. tabulations show $7,619,416. The respondent's capital 
stock and funded debt are shown respectively as $93,023,935 and $20,000,000, 
while the I. C. C. tabulations show, respectively, $2,733,535 and $750,000. There 
is also a difference in the number of offices, miles of pole line, and miles of wire. 

As a general statement I would advise, judging from the correspondence you 
have had, together with copies of reports made by employees of the commission, 
etc., that a set of books are kept by the Mackay companies which are- entirely 
separate and distinct from those kept by the individual companies, and in order 
to get a comparison with the I. C. C. figures it would seem necessary that the 
postal people file individual questionnaires for each of their various companies, 
or at least be required to analyze their returns by individual companies. This 
would also seem desirable to enable the Post Office Department to determine 
whether all the companies are to be taken over under the Congressional resolu- 
tion. I say this primarily in view of the fact that their return includes the 
Boston District Messenger Co., a report for which is not filed with the Inter- 
state Commerce Commission, in view of which it is thought that it may be 
found that this company does neither a telegraph nor a telephone business. 

It is evident from returns in the annual reports to the Interstate Commerce 
Commission that expenditures for plant and equipment are not charged to the 
capital accounts of these companies, neither is it clear to what account or 
accounts these companies do charge such expenditures. If such amounts are 
charged to operating expenses it would tend to decrease both the property 
account and the net revenues. This would possibly result in decreased taxes 
both on property values and net income and is a violation of the instructions 
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contained in the uniform system of accounts for telegraph and cable companies 
as prescribed by the Interstate Commerce Commission. 

Taking the returns on the whole, it would seem desirable that a careful 
scrutiny be given the entire matter before definite action is taken. 

M. T. May. 

Post Office Depabtment, Office of the Postmasteb General. 

Telegraph questionnaire No. BC1 — Basis of compensation. 



Item. 


As reported on questionnaire 
filed by postal system. 


As compiled from Interstate 
Commerce Commission re- 
ports. 




1916 


1917 

$14,907,096.92 
10,401,876.29 


1916 


1917 


TAlM?rAnh nnp.rft.ting rfivennes 


$13,644,987.04 
9,543,972.31 


$12,454,434.00 
11,766,492.00 


$13,225,634.00 


TfllflRTftDh OPftTfttinK ftXTHHlSflS 


12,748,489.00 






Net telegraph operating revenues. 


4,101,014.73 


4,505,220.63 


687,942.00 


477,145.00 


Taxes assign able to operations. , . , T . T . - - 


27,668.41 
174,896.40 


24,270.19 
182,930.52 


28,362.00 
182,947.00 


24,552.00 
191,422.00 






Deductions from net operating revenues 


202,563.81 


207,200.71 


211,309.00 


215,974.00 


Operating Income (exclusive of ac- 
counts 302 and 303) 


3,898,450.92 
259,219.52 


4,298,019.92 
187,573.42 


476,633.00 


261,171.00 


Tnflnmft from lease of plant 




• 






Total. . - 


4,157,670.44 


4,485,593.34 


476,633.00 


261,171.00 






Rent for lease of plant. .. 


252,166.30 
( l ) 


216,045.73 

( l ) 


48,924.00 


46,932.00 


Miscellaneous rents (in connection 
fcwith telegraph and cable operations 
. onlv) 










252,166.30 


216,045.73 


48,924.00 


46,932.00 


Net 


3,905,504.14 


4,269,547.61 


427,709.00 


214,289.00 






800.000.00 

<^ 

P> 
( l ) 
542,183.02 

12,293,539.83 

930,415.87 
680,250.86 

( l ) 


800,000.00 

s 

( l ) 

510, 102. 43 

13,317,126.58 

1,122,092.32 
655,451.44 

(>) 


26,000.00 


26,000.00 




Dividend appropriations of income 






Plant and equipment installed (net) - . ■ 
Operating revenues: 

Total re venues from transmission- 
telegraph 


60,000.00 
3,198.00 

11,836,801.00 


60,000.00 
5,752.00 

10,603,118.00 


Total revenues from transmission- 
cable (land line proportion) 


Total nontransmission revenues 


617,635.00 


2,683,495.00 
60,976.00 


Amount of depreciation charged to 
operating expense account 608 


2,197,900.00 


2,350,200.00 











i None. 



» See explanation attached on back of this report. 



(a) What basis, in your opinion, should bff.used in determining just compensation 
for your company? 

(b) What factors have been used in reaching conclusions in answer to question (a) 
and your reasons for such conclusions? State fully. 

(c) Are the conditions such under your company management, keeping particularly 
in mind the present and prospective cost of labor and materials, that the estimated 
net earnings for the year Ibeginning July 1, 1918, will be sufficient to cover the com- 
pensation referred to In your answer to question (a) ? (If not, state fully what increase 
In revenue you consider necessary to put the company on such basis. Estimates for 
operating expenses should be shown in budget form.) 

Of) State the respondent's " Total investment In plant and equipment." Not known. 
.State the respondent's "Capital stock" outstanding ($93,028,935). 

State the respondent's " Funded, debt " outstanding ($20,000,000). 

State the amount of other interest bearing securities outstanding ($600,000). 

State the number of offices (992 main; 500 branches). 

State the miles of pole line (29,762.99). 

State the miles of wire (copper) (162,809.17). 

State the miles of wire (iron) (83,333.06). 

Instructions. — In accordance with Joint resolution of Congress bearing date July 
16, 1918, an' abstract from which reads as follows : " That the President during the 
continuance of the present war is authorized and empowered * * * to super- 
vise or to take possession and assume control of any telegraph, telephone, marine cable, 
or radio system or systems, or any part thereof, and to operate the same in such 
manner as may be needful or desirable for the duration of the war * * * Provided, 
That just compensation shall be made for such supervision, possession, control, or 
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operation, to be determined by the President," the company, the name of which appears 
on this sheet, is required to furnish the information .indicated by these instructions 
and the above Form BC1. 

Receipt of the form should be acknowledged at once with a statement, on the inclosed 
card, as to the date on which you expect to be able to return this questionnaire. The 
blanks should be filled out and one completed sheet returned to the Postmaster General 
at the earliest possible date. A copy should be retained by the respondent. The name 
and official title of the officer making same and the full address of such officer, as well 
as the exact corporate name of the company for which the report is made, should be 
shown in the oath at the bottom of this sheet. * 

Answers to questions appearing hereon should be complete; and full Information as 
to the reasons for such conclusions, as well as detailed information as to the records 
or conditions which, in the opinion of the reporting officer, justify the conclusions. The 
answers to Question (d) should be as of July 1, 1918. 

If sufficient space is not provided on the form for answers to the various questions, 
separate sheets may be used which should be securely fastened to the questionnaire. 

A. S. Burleson, 
Postmaster General. 

[Oath follows.] 

January 22. 

My Dear Mk. Moon : I ain very much interested in Government ownership 
of telephones and .1 fear the bill In its present form gives its opponents an 
opportunity to evade the real issue, viz, Government ownership versus private 
ownership. I venture to propose an amendment — just a few words — providing 
that the local exchanges shall be turned over at actual value to any State, 
county or municipality asking for same. This gives Government ownership 
at home if wanted. It answers the centralization argument and the question 
raised by the States that are resisting rates. The amendment will draw the 
line between public and private ownership without compelling Democrats, to 
defend the operation of all the local exchanges from Washington. I inclose a 
few copies of an article on the subject which I will ask you to give to progres- 
sive Democrats and Republicans. The establishment of the principle of Govern- 
ment is very necessary just now. 
Very truly, yours, 

W. J. Bryan, 
X. M. C. A., Baltimore. 



[From the Lincoln (Nebr.), Commoner, January, 1919.] 
Federal Ownership Telegraph Lines — Dual Ownership Telephones. 

« 

The easiest problem connected with the question of government ownership 
is the nationalization of the telegraph lines. The private ownership of tele- 
graph lines presents all the evils of the private monopoly, while public owner- 
ship of these lines is open to less objection than is made to any other form of 
ownership by the Federal Government. 

Postmaster General Burleson, in his recent annual report, recommended that 
the telegraph systems of the country be declare to be a government monopoly, 
to be hereafter owned and operated by- the Federal Government in connection 
with the postoffice department. 

And why not? It is impossible to have competition in the matter of tele- 
graph service without such a duplication of plants and such additional expense 
as to make the competitive system costly wherever it is attempted, and would 
undoubtedly prevent telegraph service in the smaller communities. As it is, 
the Western Union does not reach all of the communities reached by the postal 
service, and it would reach still less if it had to divide business, with a com- 
petitor. 

The telegraph lines sire used for the spread of information and are in 
actual competition with the Post Office Department. It was charged not 
long ago that one of the companies was using the mails for the delivery of 
night letters, thus taking advanage of the Government mail service while 
charging telegraph rates. 

The Federal Government is in position to supply much more complete 
service than a private monopoly possibly can and at a very much less cost. 
Every post office should be supplied with a telegraph instrument, except where 
the telephone is substituted for it. It is not difficult to learn the telegraph 
code, and in the smaller communities there is no reason why the one in 
charge of the post office should not also attend to the telegraph business. 

The amount invested in privately owned telegraph systems is comparatively 
small, so that the cost of taking them over or duplicating them can not foe : 
used as an argument against immediate nationalization. And it is not a new 
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• 
question. The country has had three decades in which to consider the propo- 
sition. Postmaster General Wanamaker recommended a postal telegraph 
system when a member of President Harrison's cabinet, and Postmaster Gen- 
eral Hitchcock, a member of President Taft's cabinet, renewed the recommen- 
dation. 

The country is ripe for the change. The war brought the question to ail 
issue, and of all extensions of governmental activity this is the one which is 
most certain to become permanent. 

The only opposition likely to be met by the advocates of the nationalization 
of telegraph lines will come from two groups — one, very small, made up of 
persons pecuniarily interested in the control of the wires, and another com- 
posed of those who are so much opposed to the principle of Government owner- 
ship that they object to any extension of governmental powers on the theory 
that one step may lead to another ; that is, that Government ownership of the 
telegraph lines may lead to the taking over of other franchises. 

The objection based on pecuniary interest will be discounted because of that 
pecuniary interest, and the objection based on fear of other extensions 
will be rejected by the common sense of the country, which is practical enough 
to deal with each question upon its merits. 

The nationalization of telephones, also recommended by Postmaster General 
Burleson, is a much larger question. The long-distance telephone lines are in 
the same class with telegraph lines and should be' owned and operated by the 
Federal Government for the same reasons. 

Not only is the long-distance telephone line quite identical with the tele- 
graph line in the service rendered, but it is already being used as a substitute 
for the telegraph line over short distances, so that it is likely to interfere 
seriously with telegraph business and to prevent any further extension of the 
telegraph system into smaller communities. 

But for the increasing amount of capital that is being invested in the 
long-distance telephone service there would be but little opposition to the 
proposition to nationalize them. But the pecuniary opposition, considerable as 
it will be, can not overcqme the conclusive arguments advanced in favor of 
the ownership and operation of the long-distance telephone lines by the Federal 
Government. 

But why should the Federal Government operate the local telephone ex- 
changes? They constitute by far the larger part of the telephone system. 
Only a small percentage of the calls use long-distance. If there is any virtue 
in the theory of popular government, then the people can best attend to the 
business nearest them ; the business which most concerns them. 

The citizen is much more interested in the sucessful operation of the tele- 
phone system in his own city than he Is in telephones outside, and much more 
interested than any outsider can be in the perfecting of the local system. Why 
should it be necessary for a citizen to appeal to Washington to remedy ineffi- 
ciency in his own municipality? The Washington official is not only too far 
away to be readily sympathetic, but he has so many calls that he can not give 
prompt attention to each one that a local official can. 

A clear line can be drawn between ownership by a municipality and owner- 
ship that is directed from Washington. The local telephone system is as much 
a monopoly as a water plant. Any attempt at competition in the matter of 
local telephones is not only expensive to the community but an annoyance. It 
comes under the head of a natural monopoly and should be owned by the 
Government. If we must eventually come to the Government ownership of 
telephine exchanges, why not now? Why return them to private hands and 
then begin a fight to secure public ownership? 

Our Federal Government has been a success because it was built upon a 
plan — the only plan yet devised — which permits indefinite expansion without 
loss of efficiency — a dual plan under which the Federal Government attends 
to national matters, and the State government to matters which are local. 
Why not apply the same principle to the telephone monopoly, and let the 
Federal Government operate the long-distance lines, leaving the local ex- 
changes to be operated by local governmental units to be defined by Sate legis- 
lation? 

The Federal Government might temporarily look after the local exchanges 
until the States themselves provide for ownership and operation by local units. 
As nearly all the States have legislative sessions this winter, it is possible to 
put the dual plan into operation before the adjournment of Congress. 

If it is urged, as an objection to Government operation of the telephone 
system, that the employees may be used for political purposes, it may be* 
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answered, first, that experience shows that Government officials can not be 
used in politics to the same extent that private corporations have used their 
employees. Second, that the use of political employees may be reduced to a 
minimum by a wisely constructed civil-service system. 

I say " wisely constructed " because the civil-service system, as we now have 
it, is not the last word on the subject. Two serious objections may be made 
to it; first, that it is theoretically nonpartisan and second, that it tends to 
destroy the employee's Interest in politics — an interest which is not only legi- 
timate but necessary to our institutions. 

Experience shows that the dominant party is not only able to turn the non- 
partisan rules to its advantage, but often extends the system over employees 
selected by partisan rule, and it is not at all unusual to find civil-service em- 
ployees who have refrained from voting for many years for fear they might 
vote on the losing side and thus jeopardize their positions. 

If we had a civil-service system which retained, or even made more efficient, 
competitive examinations, and yet, after having secured efficiency by exam- 
inations, permitted a distribution of the offices in proportion to party strength, 
the system would be built upon a more substantial and enduring basis. 

There is no objection to examinations, however rigid they may be, for no 
person can have a just claim to a public office unless he can show himself en- 
tirely qualified for its duties, but after the qaulifications of applicants have 
been tested by examinations the appointments should be made from the party 
having less than its quota. 

In this way applicants, instead of trying to conceal their politics, would not 
only announce their political affiliations but have them certified to by the 
proper party authorities, and then, after appointment, would be free to exercise 
a citizen's interest in the questions affecting the public welfare. Such a sys- 
tem could be applied to appointees in Nation. State, and city, the apportion- 
ment in each case being based upon the relative vote in that unit. 

But whether under a revised system of civil service or under the present 
system the objections raised to Government ownership are not so serious as 
those that can be made against the owners of priyate monopolies. Govern- 
ment ownership of both telegraph lines and telephone systems is coming, and 
now is a good time to adjust ourselves to this extension of governmental 
activity. The dual plan is submitted for consideration, with the confidence 
that it meets the requirements of the situation. 

W. J. Bryan. 



Elbctra, Tex., January 23, 1919. 
Hon. John A. Moon, 
Chairman House Committee Post Office and Post Roads, Washington, D. C: 

Thinking that you are under the impression that the independent telephone 
owners do not desire the immediate return of their property, I take this 
method of advising you that I am independent owner and operator and that 
I do want my property returned and think that every other owner of small 
exchange and the people that they serve want the same. 

A. L. Robb. 



Charleston, W. Va. 

January 25, 1919. 
House Committee on the Post Office and Post Roads, 
House of Representatives, 
Washington, D. C: 
We favor the immediate return to private control of the telegraph and 
telephone lines of the country. 

Edgar G. Rider, 
E. F. Morgan, 
Members of the Public Service Commission of West Virginia. 



Muskegon, Mich., January 23, 1919. 
Congressman John A. Moon, 
Washington, D. C: 
United Home Telephone Co. owner favors immediate return of telephone 
property to owners. Present arrangement a farce. 

John H. Moore, 

Vice President. 
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Hubon, Kans., January 25, 1919. 
John A. Moon, 

Chairman House Committee Post Office and Post Roads, 

Washington, D. C: 

• 

From the best information obtainable it seems that un impression has been 
given out at Washington that owners and patrons of independent telephone 
companies desire indefinite extension of Government control or ownership. 
If such is the case we beg to state that it is not true. On the other 
hand, as far as I can learn, every company in Kansas that has had an op- 
portunity to express its opinion has voted unanimously against it and pray 
for their property to be returned to them at the very earliest possible moment. 
I am, therefore, authorized by a large number of said companies to com- 
municate this information to you. 

O. M. Anderson. 



Win slow, III.. 
January 25, 1919. 
United States Congressman Moon, 
Washington, D. C: 

We would like our system buck at once us we are losing too much business 
under Government control. 

Winslow-South Wayne Telephone Co., 

W. B. Phelps. 



Public Service Commission of Indiana. 

Indianapolis, January 25, 1919. 
House Committee on the Post Office and Post Roads, 

Washington, D. C. 

Gentlemen : The Public Service Commission of Indiana urges that you vote 
against the Moon joint reslution providing for the extension of governmental 
control of the wire systems of the country. • . 

This commission has given careful consideration to this question. Its rep- 
resentatives have conferred several times with Mr. Burleson and his associates. 
Before the cessation of hostitlies the Indiana Commission sought to cooperate 
to the fullest extent with the federal authorities in all things which contributed 
to the successful prosecution of the war without regard to effect on local con- 
ditions or State laws. 

It is obvious that Mr. Burleson is now seeking to use war power conferred 
on him to enforce a personal and peace program. The Public Service Com- 
mission of Indiana recognizes that in the progressive development of the country 
a larger centralization and unification of telephone and telegraph service must 
result. Such a centralization and unification should not, however, arbitrarily 
be made under authority granted solely for the purpose of enabling the country 
more effectually to prosecute the war. The Federal control of the telephone and 
telegraph systems of the country and the unification of service involves tre- 
mendous problems. These problems should be solved by careful investigation 
and study and ample time taken to thoroughly consider them. 

Under governmental control as now exercised and as Mr. Burleson un- 
doubtedly would exercise it in the future, arbitrary rates are fixed, compensa- 
tion agreements with companies are made without proper investigation and 
study, and many other acts are being committed which have but one obvious 
purpose — namely to " scramble the eggs " and make it impossible to do much 
more than accept without proper consideration complete Federal control or 
ownership of the wires of the country. 

As an evidence of the methods being used by the Post Office Department in 
in its control of the telephones, Burleson's recent order 2495 was announced to 
the country as a general decrease in toll rates. The facts are that the rates 
order provided for increases of from 25 per cent to 30 per cent and this fact 
certainly must have been known at the time, The rates are arbitrarily es- 
tablished without hearing or opportunity to show their injustices and are 
initiated merely on the recommendation of u rate standardization committee 
appointed by Burleson. 

The Moon resolution, which seeks to continue the present and unwarranted 
arbitrary exercise of power, most certainly should be defeated. The wires of 
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the country should be prompty returned to their owners. Then if it is the 
judgment of Congress that there should be a larger governmental control and 
unification of service, the matter could be approached in the regular and usual 
manner and due consideration given to the vital and perplexing problems which 
the whole question presents. 

The people of Indiana, business and professional men and practically all 
owners of telephone property, are vigorously opposed to governmental control 
and desire the wires returned to their owners at the earliest possible moment. 

The Public Service Commission of Indiana most earnestly urges the defeat 
of the proposed legislation which seeks the extension of governmental control 
over the wire systems of the country. 
• Very truly yours, 

Public Service Commission of Indiana, 

E. I. Lewis, 

Chairman. 

Chicago Association of Commerce, 

Chicago, January 25, 1919. 

Hon. John A. Moon, 

House of Representatives, 

Washington, D. C. 

Dear Mb. Moon : I have the honor of directing your attention to the follow- 
ing resolutions adopted by the Chicago Association of Commerce, through its 
executive sommittee, January 24: 

Whereas, The extraordinary problems produced by the war and the coming 
reconstruction period render it extremely difficult, if not impossible, for the 
owners of great wire systems now under Federal control to successfully re- 
sume their operation, without remedial legislation and the provision of some 
reasonable period in which to allow for the necessary preparation and read- 
justment and 
Whereas, To consider these problems properly, will require more time than is 
available during the present short session of Congress and unless some action 
is taken at this time the properties will be returned to the owners, upon 
declaration by the President of the ratification of peace treaties, without any 
advance notice and without any period for the readjustment — clearly a mani- 
fest injustice to the owners thereof and a menace to the business interests of 
the country ; now therefore be it 

Resolved, That the Chicago Association of Commerce be on record as favoring 
the enactment by Congress of some law which will continue the control and 
operation of such utilities by the Government, until Congress shall have studied 
the question and determined upon a proper and safe procedure to be thereafter 
followed. That on consideration of House Joint Resolution 368, this Associa- 
tion urges the support in principle of the first paragraph and the last paragraph 
thereof, but urges that the expense, uncertainties, and possible futility of an 
apprisal and of negotiation of contracts for purchase of the telephone systems, 
should lead to the postponement of measures along these lines until a general 
policy shall be determined and set forth on which such measures should be 
framed. 

We bespeak your favorable consideration of the propositions herein advanced, 
which we hope will have your support. 
Very sincerely yours, 

H. H. Merrick, 

President. 



Chicago, III., January 24, 1919. 
John A. Moon, 

House of Representatives, Washington, D. C: 

Resolution adopted by Minnesota Independent Telephone Association at St. 
Paul, January 23, reads as follows: 

Whereas, the loyalty of the independent telephone interests of the United 
States is above question as evidenced by the large number of telephone men 
who rendered valiant and efficient aid in the military service and by the patient 
acquiescence and cooperation of the owners of independent telephone proper- 
ties during the emergency which the Administration considered existed, and 
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Whereas we feel that the conditions which warranted such control have ceased 
to exist and that the telephone properties and business should be returned to 
a normal condition as soon as possible, to the end that the present unsettled 
conditions may be remedied and the industry again stabilized, therefore be it 
Resolved, That it is the sense of the Minnesota Independent Telephone Asso- 
ciation that Congress should at once fix a definite date upon which telephone 
properties shall be returned to the owners and requests that such date be fixed 
at December 81, 1920. . The secretary of this association is hereby instructed 
to send a copy of this resolution to Postmaster General Burleson, F. B. 
McKinnon, and to the Minnesota Members of Congress. 

Telephone Publishing Co. 



. • 



The Valley Telephone Co., . 

Lebanon, Ohio, January 24, 1919. 
Representative Moon, 

Chairman Committee on Post Ofllees and Post Roads, 

House of Representatives, Washington, D. C. 

Deab Sib: I write this as general manager and the largest stockholder of 
the Valley Telephone Co., its annual gross receipts a little less than $50,000, 
and therefore classified as a Class C company, in the Interstate Commerce 
classification. I have been this company's manager since 1889, and I know 
something of its difficulties and responsibilities incident to its operation, main- 
tenance, finances, and' capitalization. 

First, I am in favor of H. J. Resolution 368, as I understand it, and especially 
the clause authorizing " fixing of the value of all lines and property." You will 
pardon me if I suggest that the resolution should be amended and a definite 
date fixed at not less than 3 years, before the property could be turned back to 
private control and governmental operation should continue during the period of 
readjustment of values of wages and materials immediately following the war. 

It would be unjust to the loyal employees of wire companies to have the 
Government take possession and operate these propositions and compel thejr 
employees to work at their former wages, and make an adjustment with the 
employees of the railroad companies, giving an increase of from 35 to 50 per 
cent and back-pay adjustments of months and not do the same thing with them." 

Second. It would be unjust to stockholders of wire companies to take charge 
of their plants, change their rates, their schedules, their operating conditions, 
and their management and then turn the property back to their owners in the 
chaotic condition incident to such changes without regard to time. 

Third. It would be unjust to the holders of wire company securities, because 
the market for securities of Class C companies is local and identified with 
their plants, and patriotic war stamp and Liberty bond campaigns have com- 
pletely absorbed the market. So that such companies are unable to refund 
maturing bonds or finance necessary extensions. 

Money could not be obtained at any reasonable rate for such investments. 
The securities of our company were issued prior to the war. Our bonds 
were sold at par and bear 5 per cent interest, they mature in 1922. 

How can we refund these bonds or capitalize extensions absolutely neces- 
sary in a territory occupied by this company at any reasonable rate? There- 
fore it is just that the Government fix the values of our lines and property, 
that our creditors may know the value of their holdings. 

Fourth. It would be unfair to the patrons of the wire companies, who have 
been led to believe and honestly do believe, that under governmental manage- 
ment, more satisfactory service and operative conditions can be obtained than 
under private management. 

I therefore urge that a definite period be fixed when governmental manage- 
ment of wire companies should be ended, if at all, and that that time should 
be sufficiently long to enable a substantial readjustment to normal conditions 
interfered with by the war. 
Respectfully yours, 

W. G. Thompson. 
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Januaby 28, 1919. 
Hon. John A. Moon, 

Chairman Committee on Post Offices and Post Roads. 

My Deab Mb. Moon : I am inclosing herewith certain data requested of me by 
the committee with respect to each of the compensation agreements with the 
telegraph and telephone companies which have been made up to this time. 
These show the investment in property, compensation allowed, per cent of com- 
pensation to investment, amount allowed for depreciation, net revenue of the 
particular company for the six months ended June 90, 1918, the net revenue for 
1915, 1916, and 1917 (the bases fixed by Congress for compensation to the rail- 
roads), and the interest charges for which each company is obligated, together 
with some explanatory remarks. The following table summarizes briefly the 
data shown in detail for the various companies : 



Investment, Aug. 1, 1918 : 

Compensation allowed 

Ratio of compensation to investment per cent 

Net revenue, 6 months ending June 30, 1918 

Average investment, 1915-1917 

Net revenue, 1915*1917 

Ratio average earnings to investment for 1915-1917 per ecnt 



Telephone 
companies. 



All companies. 



$1,325,960,024 

$70,599,724 

5.32 

136,247,506 

$1,144,990,000 

$69,395,742 

6.06 



$1,477,407,924 

$80,798,565 

5.47 

$41,928,340 

$1,287,407,924 

$80,835,742 

6.28 



In this connection I wish to call your attention to the fact that the wire 
committee, in considering the proposal of each company, determined that the 
compensation allowed would be earned by the properties over and above 
operating expenses. In arriving at this conclusion we considered the previous 
net earnings of the properties, as well as the rate increases which had been 
allowed by the various State commissions, and the effect they would have 
on the net earnings as well as possible increases in operating expenses due 
to the abnormal conditions under which the properties were being operated. 

The operating figures from August 1, 1918, to January 1, 1919, are not yet 
available, though they are being prepared by the operating board. Enough 
data has, however, been obtained to show that since August 1, 1918, the 
increase in wages and the decreased number of new phones installed due to 
war conditions, such as the scarcity of labor and materials, have somewhat 
reduced the net operating revenues below the estimates made at the time 
some of the compensation agreements were entered into, but readjustment of 
rates in progress will enable the wire administration to readily take care of 
this deficiency if Government control continues for any reasonable time, so 
that there will be no need for an appropriation by Congress growing out of 
Government control of the wire system. 

I may add, in conclusion, that the amounts stated of investment in property 
do not include some $15,000,000 of working capital of the various companies 
which the Government took over with the properties and upon which no 
interest is paid. 

It should also be borne in mind that the figures showing the net revenues 
for the years 1915, 1916, and 1917 do not reflect accurately the earning power 
of the properties at the time they were taken over, for the reason that several 
hundred million dollars of additional property has been added in the way of 
extensions, which are producing additional revenue. This is especially true 
of the Bell system, where the additions to the property during this period 
have amounted to about $200,000,000. 
• Very sincerely, yours, 

W. H. Lamab, Solicitor. 
100892—19— M? 2 18 
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Investment in property, compensation allowed, etc, 

OHIO STATE TELEPHONE CO. 1 

Investment in property $28, 209, 000. 00 

Compensation allowed 1, 576, 000. 00 

(Per cent compensation to Investment, 5.59.) 

Depreciation «. 600, 000. 00 

Net revenue, six months ending June 30, 1918 806, 762. 00 

Net revenue average for 1915, 1916, 1917 946, 741, 00 

Interest charges . 812, 795. 00 

BELL SYSTEM. 1 

Investment in property - 1, 225, 650, 000. 00 

Compensation allowed 65, 148, 641. 00 

(Per cent compensation to Investment, 5.32.) 

Depreciation 60, 291, 579. 00 

Net revenue, six months ending June 30, 1918 83, 798, 786. 00 

Net revenue average for 1915, 1916, 1917 65, 318, 903. 00 

Interest charges 25, 118, 480. 00 

WE8TEBN UNION TELEGEAPH GO. 

Investment in property 151, 447, 000. 00 

Compensation allowed 10, 198, 841. 00 

(Per cent compensation to investment, 6.73.) 

Depreciation ; 4, 000, 000. 00 

Net revenue, six months ending June 30, 1918 5, 680, 774. 00 

Net revenue for 1915, 1916, 1917 11, 440, 000. 00 

Interest charges 1, 971, 992. 00 

KANSAS CITY HOME AND LONG-DISTANCE COMPANIES. 

Investment in property - 9, 800, 000. 00 

Compensation allowed 585, 308. 00 

(Per cent compensation to investment, 5.97.) 

Depreciation 800, 000. 00 

Net revenue, 6 months ending June 30, 1918 358, 000. 00 

Net revenue average for 1915, 1916, 1917 626, 044. 00 

Interest charges 254, 400. 00 

HOME TELEPHONE A TELEGRAPH CO., OF FORT WAYNE. 

Investment in property . 1, 295, 000. 00 

Compensation allowed 100, 000. 00 

(Per cent compensation to investment, 7.72.) 

Depreciation _ 60, 000. 00 

Net revenue, 6 months ending June 30, 1918 52, 775. 00 

Net revenue average for 1915, 1916, 1917 123, 444. 00 

Interest charges None. 

DAKOTA CENTRAL TELEPHONE CO. 

Investment in property 3, 279, 965. 00 

Compensation allowed 180, 000. 00 

(Per cent compensation to investment, 5.49.) 

Depreciation 134, 000. 00 

Net revenue, 6 months ending June 30, 1918 95, 021. 00 

Net revenue average for 1915, 1916, 1917 172, 418. 00 

Interest charges ' . 64, 17Q. 00 



1 This company was organized July 28, 1914, by combining the properties of a number 
of independent companies. At the time of the company's organization the properties had 
been in a relative static condition for five years. In October, 1909, the company had 
77,080 telephones and in July, 1914, it had 95,000. Since July, 1914, the company's plant 
has been rehabilitated and its telephones have been increased from 95,000 to 150,000. At 
the time of the formation of the present company $7,144,875 was, written out of the 
book value of the plant to offset the reduction of outstanding securities. The compensa- 
tion awarded is sufficient to pay interest on the company's bonds, 7 per cent dividends 
on its preferred stock and leave 5.8 per cent on the common stock. Of this about one- 
half will be consumed by sinking fund, accruals, and corporate expenses. 

9 The net revenue average of 1915 to 1917 was earned by an amount of property smaller 
than that turned over on Aug. 1, 1918, by $160,000,000. 



GOVERNMENT CONTROL, OF TELEGRAPH AND TELEPHONE. 267 

X0UI8VHXE HOMB TELEPHONE CO. 1 

Investment in property r , $4, 095, 000. 00 

Compensation allowed 175,000.00 

Per cent compensation to investment, 4.27. • 

Depreciation . 120, 000. 00 

Net revenue, 6 months ending June 30, 1918 *_ 89, 540. 00 

Net revenue for 1915, 1916, 1917 ^_ 211, 081. 00 

Interest charges 75, 585.00 

K1NLOCH AND SUBSIDIARIES. 

Investment in property 10, 112, 000. 00 

Compensation allowed 5i0, 400. 00 

Per cent compensation to investment, 5.05. 

Depreciation 250, 000. 00 

Net revenue, 6 months ending June 30, 1918 256, 906. 00 

Net revenue for 1915, 1916, 1917 510,306.00 

Interest charges 254, 400. 00 

UNITED HOME TELEPHONE CO., 07 MUSKEGON. 

Investment in property ,. 815,000.00 

Compensation allowed 53, 272. 00 

Per cent compensation to investment, 6.54. 

Depreciation x 39, 770. 00 

Net revenue, 6 months ending June 80, 1918 28, 900. 00 

Net revenue average for 1915, 1916, 1917 39, 280. 00 

Interest charges 15, 376. 00 

PETROLEUM TELEPHONE CO. OIL CITY, OKLA. 

Investment in property „. 700, 485. 00 

Compensation allowed : 50, 250. 00 

Per cent compensation to investment, 7.17. 

Depreciation 24, 000. 00 

Net revenue, 6 months ending June 30, 1918 - 34, 283. 00 

Net revenue average for 1915, 1916, 1917 65, 087. 00 

Interest charges * ll f 250. 00 

GABY SYSTEM — TEXAS PROPERTY, JOPIN AND STREATOR. 

Investment in property 3, 279, 000. 00 

Compensation allowed 191,000.00 

Per cent compensation to investment, 5.82. 

Depreciation . HO, 800. 00 

Net revenue, 6 months ending June 30, 1918 104, 499 00 

Net revenue for 1915, 1916, 1917 208| 998. 00 

Interest charges 15i[ Q76. 00 

PAYETTE HOME TELEPHONE CO., OF LEXINGTON, KY.* 

Investment in property 1 002, 780. 00 

Compensation allowed 75 ? 000. 00 

Per cent compensation to investment, 7.48. 

Depreciation 1 60, 000. 00 

Net revenue, 6 months ending June 30, 1918 _ 31 088 00 

Net revenue for 1915, 1916, 1917 64^404! 00 

Interest charges ,.—Il__ 9' 715! 00 

x The compensation awarded will enable the company to pay its interest charges and 

7 per cent on Its common stock. * 

1 This companv earned $70,000 net in 1915, $62,000 in 1916, and $61,000 in 1917. It 
increased rates m June this year. Under these new rates it is estimated that the com- 
pany J f i77 e rwf $90,000 during the year of 1919. During the year 1918 the company 
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LINCOLN TELEPHONE & TELEGRAPH CO. 1 

Investment in property $7, 201, 000. 00 

Compensation allowed 425, 000. 00 

£Per cent compensation to investment, 5.90. ) 

Depreciation 432, 060. 00 

Net revenue, six months ending June 30, 1918 186, 583. 00 

Net revenue, average for 1915, 1916, 1917 380, 241. 00 

Interest charges ' 62, 429. 02 

DALLAS AUTOMATIC TELEPHONE CO." 

Investment in property 2, 517, 591. 00 

Compensation allowed 100, 000. 00 

(Per cent compensation to investment, 3.97.) 

Depreciation .___ 50, 000. 00 

Net revenue, 6 months ending June 30, 1918 48, 021. 00 

Net revenue for 1915, 1916, 1917 134. 127. 00 

Interest charges s _ 67, 851. 00 

WARREN & NHJSS TELEPHONE CO. OF OHIO. 

Investment in property - — 400, 000. 00 

Compensation allowed 17,190.00 

(Per cent compensation to investment, 4.29.) 

Depreciation - 16, 800. 00 

Net revenue, 6 months ending June 30, 1918 8, 273. 00 

Net revenue for 1915, 1916, 1917 15, 804. 00 

Interest charges 5, 020. 00 

CITIZENS' INDEPENDENT TELEPHONE CO., OF TERRE HAUTE, AND SUBSIDIARIES. 

Investment in property 2, 255, 000. 00 

Compensation allowed 102, 428. 00 

(Per cent compensation to investment, 4.54.) 

Depreciation 25, 293. 00 

Net revenue, 6 months ending June 30, 1918 59, 308. 00 

Net revenue for 1915, 1916, 1917 137, 337. 00 

Interest charges 59, 728. 00 

COMMERCIAL TELEPHONE A TELEGRAPH CO., 07 OLNBY, ILL.* 

Investment in property — 675, 833. 00 

Compensation allowed 36, 000. 00 

(Per cent compensation to investment, 5.32.) 

Depreciation : — 22, 088. 00 

Net revenue, 6 months ending June 30, 1918 15, 763. 00 

Net revenue for 1915, 1916, 1917 ._ 27, 112. 00 

Interest charges 17, 882. 29 

- UNION TELEPHONE CO., OF ALMA, MICH. 

Investment in property 1, 061, 000. 00 

Compensation allowed 1 80, 000. 00 

(Per cent compensation to investment, 7.54.) 

Depreciation 31, 928. 00 

Net revenue, 6 months ending June 30, 1918 38, 135. 00 

Net revenue for 1915, 1916, 1917 71, 543. 00 

Interest charges i * 82. 00 



1 Increased rates have been granted this company by the Nebraska commission as of 
Nov. 1, 1018. The commission estimates and states in its opinion that this increase will 
yield the company 8227,366 additional annual revenue. 

* This company started in Dallas as a competitor to the Southwestern Bell Telephone & 
Telegraph Co. The properties of the two companies in Dallas have recently been acquired 
by a third company, the Dallas Telephone Co., and are being consolidated at this time. 

8 This company started operation on May 1, 1913, and was formed by consolidating a 
number of companies with only partial development. From that time up to date the 
company has been rebuilding Its plant the entire time. It has recently, obtained an in- 
crease in rates ; as a result Its earnings have been gradually improving, and it will earn 
$40,000 during the year 1919. 

4 This company has been operating in competition with the Michigan State Telephone 
Co. at practically all of its exchanges until recently. By exchange of- property with 
Michigan State Telephone Co. competition has been eliminated throughout its territory. 
This, together with adjustment of exchange rates, will increase the earnings of the com- 
pany materially and will enable It to earn Its compensation allowance. 
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CABOLINA TELEPHONE * TELEGRAPH CO., 07 TAEBOBO, N. 0. 

Investment in property $577,000.00 

Compensation allowed 1 45,000.00 

Per cent compensation to investment, 7.79. 

Depreciation • 45, 000. 00 

Net revenue, 6 months ending June 30, 1918 28, 568. 00 

Net revenue for 1915, 1916, 1917 58, 682. 00 

PENIN8ULAB TELEPHONE CO., OF TAMPA, FLA. 

Investment in property, 1, 547. 000. 00 

Compensation allowed , 110, 000. 00 

Per cent compensation to investment, 7.11. 

Depreciation 61, 000, 00 

Net revenue, 6 months ending June 80, 1918 61, 491. 00 

Net revenue for 1915, 1916, 1917 100, 846. 00 

Interest charges 48, 200. 00 

CENTBAL HOME OF KENTUCKY. 1 

Investment in property ,. 2, 873, 700. 00 

Compensation allowed L 65, 000. 00 

Per cent compensation to investment, 2.22. 

Depreciation , 67, 838. 00 

Net- revenue, 6 months ending June 80, 1918 82, 453. 00 

Net revenue average for 1915, 1916, 1917 75, 675. 0Q 

Interest charges 42, 899. 00 

GAINESBORO TELEPHONE CO. OF TENNESSEE, OF GAINESBOBO, TENN.* 

Investment in property . $380, 000. 00 

Compensation allowed 25, 500. 00 

Per cent compensation to investment, 6.97. 

Depreciation ._ 15, 500. 00 

Net revenue, 6 months ending June 30, 1918 11, 409. 00 

Net revenue average for 1915, 1916, 1917 18, 689! 00 

Interest charges 5, 522.00 

CONSOLIDATED TELEPHONE & TELEGRAPH CO. OF TH0MA8VTLLE, OA. & 

Investment in property $232, 482. 00 

Compensation allowed 10, 800. 00 

Per cent compensation to investment, 4.60. 

Depreciation 4, 000. 00 

Net revenue, 6 months ending June 30, 1918 4, 298. 00 

Net revenue, 6 months ending June 30, 1918 4, 000. 00 

Net revenue for 1915, 1916, 1917 6, 630. 00 

Interest • charges 2, 800. 00 

TEXAS LONG DISTANCE TELEPHONE CO. 4 

Investment in property 2, 690, 000. 00 

Compensation allowed 100,000.00 

Per cent compensation to investment, 3.71. 

Depreciation 4ft, 000. 00 

Net revenue, 6 months ending June 30, 1918 55, 272. 00 

Net revenue for 1915, 1916, 1917 (•) 

Interest charges 70, 300. 00 

1 The figure of investment for this company contains a large amount of water. The 
compensation amounts to Interest and 1.2 per cent on stock. This, together with the com- 
pany's nonoperating income, will enable to pay Its regular 2 per cent dividends. 

• Company purchased telephone property at McMlnnville Oct. 1, 1918. This will add 
$6,000 per annum to the net revenue of the company. 

* This company was granted a rate increase effective Jan. 1, 1919, which will make its 
earnings sufficient to cover the compensation allowed it. 

*ThIs property is a consolidation of a number of other properties. The earnings of 
the constituent properties for 1915, 1916, and 1917 are not available. The book figure for 
investment in property includes considerable amount of water. The compensation 
allowed covers the interest charges of the company and leaves $29,700 for the stock. 

■Not available. 
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AB008T00K TELEGRAPH ft TELEPHONE GO. 

Investment in property $566, 028. 00 

Compensation allowed 28, 002. 00 

(Per cent compensation to investment, 4.94.) 

Depreciation 30, 700. 00 

Net revenue, 6 months ending June 30, 1918 15, 574. 00 

Net revenue for 1915, 1916, 1917 26, 670. 00 

Interest charges : 7, 402. 00 

COOS TELEPHONE CO. 1 

Investment in property * ^ 338,114.00 

Compensation allowed 17, 029. 00 

. (Per cent compensation to investment, 5.03.) 

Depreciation 20, 500. 00 

Net revenue, 6 months ending June 30, 1918 977. 00 

Net revenue for 1915, 1916, 1917 18, 339. 00 

Interest charges . 10, 129. 00 

THE TRI-STATE TELEPHONE ft TELEGRAPH CO.* 

Investment' in property (estimated) 13,000,000.00 

Compensation allowed 717, 562. 00 

(Per cent compensation to investment, 5.52.) 

Depreciation • „ 260, 000. 00 

Net revenue, 6 months ending June 30, 1918* 

Net revenue, average for 1915, 1916, 1917 4 

Interest charges 193, 214. 00 

GRANVILLE TELEPHONE CO.* 

Investment in property 272, 353. 00 

Compensation allowed 13, 596. 00 

(Per cent compensation in investment, 4.99.) 

Depreciation 1 16, 100. 00 

Net revenue, 6 months ending June 30, 1918 2, 352. 00 

Net revenue for 1915, 1916, 1917 11, 420. 00 

Interest charges . 3, 746. 00 

MOOSEHEAD TELEPHONE ft TELEGRAPH CO.* 

Investment in property 223, 104. 00 

Compensation allowed 10,483.00 

(Per cent compensation in investment, 4.69.) 

Depreciation 12, 900. 00 

Net revenue, 6 months ending June 30, 1918 4, 702. 00 

Net revenue for 1915, 1916, 1917 3, 900. 00 

Interest charges 483.00 



iThis company earned $15,000 in 1915 and 1916, and $9,000 In 1917. The company, 
until recently, has furnished exchange services at low rates with free service between 
exchanges. This free-toll service was discontinued by consent of the Public Service Com- 
mission of the State of New Hampshire. With this change in the rate situation the 
earnings of the company will be sufficient to cover its compensation. 

3 This company acquired as of July 1, 1918, the property of the Northwestern Tele- 
phone Exchange Co., located in St. Paul, Minn., and in the southern half of that State, 
and has sold to the Northwestern Telephone Exchange Co. its plant in Minneapolis and 
in the northern part of the State. No statement of earnings is available for the property 
now owned by this company except for the period since July 1, 1918. 

8 For the first five months of Government operation depreciation is to be set aside at 
the rate of $231,829 per annum. 

4 Not available. 

8 Increases in rates were made upon this company effective June 1, 1918, and Jan. 1, 
1919. These increases will yield sufficient revenue to bring the earnings above the com- 
pensation allowed it. 

6 This company is a recent consolidation of several other companies in Maine. Since 
consolidation the service has been improved and both exchange and toll rates have been 
increased to the point where its earnings will be more than sufficient to provide the 
compensation allowed. 



^ 
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MAINE TELEPHONE ft TELEGRAPH CO. 1 

Investment in property r < $524,183.00 

Compensation allowed , 27, 640. 00 

(Per cent compensation in investment, 5.27.) 

Depreciation 27, 500. 00 

Net revenue, 6 months ending June 30, 1918 8, 492. 00 

Net revenue for 1915, 1916, 1917 18, 884. 00 

Interest charges 4,440.00 

WHITE MOUNTAIN TELEGRAPH A TELEPHONE CO.* 

Investment in property 180,359.00 

Compensation allowed 10, 913. 00 

(Per cent compensation in investment, 6.05.) 

Depreciation 10, 600. 00 

Net revenue, 6 months ending June 30, 1918 4, 356. 00 

Net revenue for 1915, 1916, 1917 8, 116. 00 

Interest charges 1, 363. 00 

CARROLL COUNTY TELEPHONE CO.* 

Investment in property , 70, 110. 00 

Compensation allowed 4, 333. 00 

(Per cent compensation in investment, 6.18.) 

Depreciation 3, 850. 00 

Interest charges 1 1,083.00 

FRANKLIN COUNTY TELEPHONE CO. 

Investment in property . 137, 837. 00 

Compensation allowed 8, 379. 00 

(Per cent compensation in investment, 6.08.) 

Depreciation 8, 150. 00 

Net revenue, 6 months ending June 30, 1918 3, 951. 00 

Net revenue for 1915, 1916, 1917 5, 845. 00 

Interest charges 1, 729. 00 



Memorandum Concerning Telephone Companies and Telegraph Companies 
Reporting to the Interstate Commerce Commission for the Calendar Year 

1916. 

Interstate Commerce Commission, 

Bureau of Statistics, 
Washington 7). C, August 20, 1918. 

This compilation has been made from the annual reports of telephone and 
telegraph companies to the Interstate Commerce Commission. A report con- 
cerning these companies has not in the past been published by the commission. 

i. telephone companies. 

The telephone companies reporting to the Interstate Commerce Commission 
are classified as follows : Class A companies are those having annual operating 
revenues exceeding $250,000 ; class B companies are those having annual operat- 
ing revenues exceeding $50,000, but not over $250,000; and class C companies 

■> — ' — 

1 The rates on this property are inadequate and must be raised in order to bring them 
into conformity with other rates in the same general territory. When this revision in 
rates has been accomplished, the property will earn sufficient revenue to cover the com- 
pensation allowed. 

8 This company has recently had a revision of its rates, which will increase Its reve- 
nues sufficiently to cover the compensation allowed. 

•This company was organized Feb. 1, 1918, and the property has since been rebuilt. 
There is, therefore, no statement of earnings available for the past The conditions of 
the property and the schedule of rates are such, however, that it should earn the com- 
pensation as above. 
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are those having annual revenues exceeding $10,000, but not over $50,000. In 
addition there are approximately 8,000 companies having revenues below $10,000 
per annum which merely file a circular of information, but make no complete 
annual report. There are also many very small lines or companies for which 
no returns whatever are received. 

The uniform system of accounts prescribed by the Interstate Commerce Com- 
mission for class A and class B companies became effective on January 1, 1913, 
and that for class C companies became effective on January 1, 1915. Annual 
reports rendered by telephone companies are based on these classifications, and 
are certified under oath by the officer having direct control of the accounts as 
well as by the president ox other chief officer when such officer has supervisory 
control over the accounting of the company. This memorandum was compiled 
from returns as made in the annual reports of telephone companies without any 
extensive investigation by the commission as to their correctness. There were 
many obvious errors in the returns, especially of the smaller companies, and it 
has not been possible for this bureau to correct all errors and inconsistencies 
discovered in the reports. The tabulation on the whole, however, will reflect 
the condition of the telephone business in the United States for the year ended 
December 31, 1916. •The totals at the head of the table represent an aggregate 
of the returns in the various columns for all the companies, except that certain 
figures have not been included in the totals where they would involve duplica- 
tion.- For example, in case of consolidation, etc., certain data are given as of 
dates other than December 31, 1916, and in some instances such, if included, 
would involve duplication. It will be noticed from footnotes throughout the 
table that returns do not appear in many cases in the various columns because 
the information was not reported, and therefore the totals do not include com- 
plete statistics for all the companies named. 

It should be mentioned that the aggregate returns shown herein for the Amer- 
ican Telephone & Telegraph Co. and its controlled companies do not fully repre- 
sent the so-called Bell System, because this compilation as stated does not 
cover numerous small lines and especially because the grouping of companies 
is based upon corporate control only, and not upon operating arrangements. By 
" control," as the term is here used, is meant ownership of more than one-half 
the capital stock or partial ownership of the capital stock and control agree- 
ment. As an illustration, the Cincinnati & Suburban Bell Telephone Co. and the 
Southern New England Telephone Co. are listed in Table I as independent com- 
panies, though a considerable portion of the stock of each company is held 
within the " Bell System " and though these companies are apparently consid- 
ered as forming .a part of that system, their reports bear no evidence of an 
agreement constituting control. 

The uniform system of accounts for class A and class B companies and the 
annual reports filed by such companies are much more extended than the uni- 
form system of accounts and annual reports for class C companies. The fol- 
lowing should therefore be borne in mind in reference to the table which 
follows : 

No returns appear in columns (e) and (f) for class C companies, as no pro- 
vision has been made in the annual report form for reporting such data. In 
column (k) the amounts pertaining to class A and class B companies are shown 
in the annual report as " Total investment in fixed capital," while for class C 
companies the entries represent the " Plant and equipment," the chief difference 
being that expenditures for telephone property in the course of construction are 
included for class C companies, while such expenditures are excluded from this 
column for class. A and class B companies. 

In column (m) data appear for "Total long-term debt" for class A and 
class B companies, while the item "Funded debt" is taken for class C 
companies. 

In column (r) the figures for class C companies were arrived at by taking 
the net of the income debits and credits, excluding from the computation " Divi- 
dends declared." 

In Table I, relating to telephone companies, the names of all independent 
companies appear in alphabetical order, printed flush, while those of subsidiary 
companies are indented and are also alphabetically arranged. By this arrange- 
ment the relation of any company or group of companies may readily be de- 
termined. 

The class of each company is shown in column (b). 
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A series of numbers appear in column (c), which indicate the corporate rela- 
tionship of the various companies, the numbers having the following signifi- 
cations : 

1. Independent. 

2. Controlled through majority of capital stock (direct, sole). 
3." Controlled through majority of capital stock (indirect, sole). 

4. Controlled through majority of capital stock (direct, joint). 

5. Controlled through majority of capital stock (indirect, joint). 

6. Controlled through partial stock ownership and agreement. 

II. TELEGRAPH COMPANIES. 

Data concerning all the telegraph companies making reports to the Interstate 
Commerce Commission are shown in Table II. These have been divided into 
three groups: (1) The Western Union Telegraph Co., (2) the Postal companies, 
and (3) other companies. While care has been taken to compile the sworn re- 
turns accurately, it should be understood that the commission does not certify 
the accuracy of such items as are compiled. This explanation is made in part 
for the reason that the item " Investment in plant and equipment " as shown 
for various Postal companies seems obviously, nominal. In connection with the 
other data shown for the Postal companies it should also be recognized that the 
association known as the Mackay companies has filed no report with this com- 
mission ; hence the showing for the Postal companies is incomplete. It may also 
be noted that the reports of the Western Union Telegraph Co. cover both ocean 
cable, and the land telegraph business of that company. The Postal companies 
conduct the two classes of business through separately organized companies. 
The Commercial Pacific Cable Co. files an annual report, but the Commercial 
Cable Co. does not. 



* r~ 4 • t 



. • i | *l * 



\ 



ded Dec. 81> 1916. 



rating 
enses. 



:o) 

1 

232,882 



Operat- 
ing 
ratio. 



(P) 



66.47 



Taxes 

assignable to 

operations. 



(q) 



$17,122,841 



Net income. 



(r) 



$96,643,582 



Dividends 
declared. 



(■) 



$72,438,740 



Employ- 
ees in 
service. 



(t) 



Casual 



Persons 
killed. ! 



00 



210,874 



96 



054,974 
177,908 



9, 
14, 
10, 
32, 
21, 

8, 

690, 
812, 
13, 

45, 
30, 

7, 
13, 

9, 
11, 
24, 
29, 
39, 
27, 
16, 

19, 



815 
833 
300 
523 
211 
822 
149 
155 
652 
414 
628 
931 
902 
184 
387 
958 
838 
557 
422 
447 
302 
600 
096 



28, 170 

12,574 

7,536 

19,066 

35,436 

142, 157 

56,309 

121, 897 

11,734 

031,547 

926,952 

57. 207 

301,888 

357,318 

40,888 

13,098 

185,392 

55,446 

10,154 

13, 105 

157,408 

41,028 

149,691 

47,006 

233,491 

788,134 

f>37,074 

112,830 

60,404 

63,121 

261,357 

597,540 

61, 743 

16,448 

232, 895 

17,679 

§22,758 

124, 281 

»45, 729 

110,496 

25,244 

78,047 

25,598 

87, 196 

2,698 

42,057 

30,484 

98,059 



66.51 
66.22 



70.72 
57. 84 
81.33 
69.64 
83.08 
73.79 
59.77 
67.69 
45.26 
76.31 
80.71 
62.23 
64.69 
71.43 
83.26 
66.04 
70.54 
73.42 
63.51 
58.46 
69.63 
81.19 
69.64 

66.72 
91.22 
66.37 
70.42 
61.85 
67.36 
76.06 
78.13 
72.50 
71.32 
73.94 
73.63 
111.42 
69.21 
70.40 
76.63 
71.89 
70.47 
80.96 
91.99 
110.57 
72.19 
61.45 
73.26 
fil.35 
78.64 
73.42 
71.76 
77.41 
76.30 
63.99 
66.65 
88.41 
83.04 
66.36 
87.33 
69.77 
72.22 
71.27 
71.71 
73.18 
75.61 
77.33 
75.68 
75.28 
91.53 
85.80 
75.51 



14,780,112 
2,342,729 



464 
1,762 

628 
2,700 

557 
38 

326 

561 

1,656,124 

585,305 

284 
4,890 
2,801 

590 
1,080 

636 

714 
2,227 
2,975 
3,910 
1,893 

679 

424 

2,312 

682 

680 

1,200 

4,146 

10,302 

2,738 

2,618 

426 

1,145,901 

170,971 

2,804 

13, 137 

106,387 

2,520 

445 

6,937 

3, 738 

280 

466 

3,353 

2,689 

16,576 

1,201 

12,885 

374,840 

203,328 

6,611 

3,315 

4,965 

14,988 

491, 717 

2,691 

885 

16,492 

941 

133,917 

5,922 

1,077,643 

5,205 

1,294 

4,623 

1,412 

3,650 

140 

747 

994 

5,389 



87,375,804 
9,267,778 



65, 595, 643 
6,843,097 



171,922 
38,952 



1,222 

8, 676 

1,329 

16, 125 

1,373 

3,297 

3,285 

'3,881 

38,013,278 

367, 346 

70 

18,388 

12,257 

1,805 

1,330 

2,497 

3,922 

2,301 

13,951 

23,451 

3,026 

1,058 

6,835 

8,755 

5 f 5U 
2,956 

4,601 

12,077 

35,934 

5,840 

28,352 

3.827 

3,414,586 

302,956 

8,084 

194,568 

819, 843 

11,440 

1,979 

40,950 

17,600 

1,476 

290 

41, m 

11,275 

35,036 

8,743 

80,539 

496,391 

585,766 

31,378 

5,799 

4,6£Z> 

121,992 

2,368.956 

9,891 



77,000 

472 

588, 191 

18,318 

4,251,631 

26,541 

6,599 

9,487 

4,006 

17,265 

752 

4,485 

1,009 

11, 130 



1,500 
7,242 



8,400 

600 

2,491 



1,800 
2,000 



12,785 
17,653 



5,500 
"32,589 



700,000 
10,842 



1,500 
6,000 
1,500 



70,000 



525,000 

17, 737 

3,460,347 

19,582 

3,530 

10, 710 

4,171 

23,195 



5,231 



1 444 
31, 122' 187 



9,000 
7,716 
4,650 




2,440 

40,344 

2,800 

2,220,000 

262,500 




84,229 
2,368,956 



15 
22 
23 
41 
21 
7 
11 
21 
» 6, 138 
8,059 
16 
62 
39 
17 
17 
21 
13 
38 
33 
46 
32 
30 
28 

49 
21 
13 
23 
54 

198 
64 

144 

17 

** 14,472 

"2,558 

71 

271 

« 2, 168 

53 

16 

237 
58 
11 
19 

105 
57 
98 
63 

293 
3 <7,516 
»4,202 

105 
74 
63 

329 

5,897 

57 

15 

205 

16 

«2,020 

122 
13,994 

132 
25 

100 
26 
95 
10 
57 
37 

111 



73 
23 , 



6 
9 



•1 
•1 

1 

. 4 



- * 



Dee. 



3rau 
yens* 



(o) 



,440 
70 

64 
40 

;* 

»023 

47 

CO 

,877 

.139 

67 

351 

li 

21 
'M 

,70; 

,69-' 

. 'yV, 



3 

44 
1 



.26 

S 

,0* 

] 
1 



13 



21 
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crating 
>enses. 



l(o) 

4 

L 440, 401 
T 70,508 
1 64,566 
: 40,147 

56,756 
.023,045 

47,492 
■ 60,433 
, 877, 539 
-139,955 

67, 249 
351,305 

17, 879 

25,858 

34,544 

3 707, 113 

,694,640 



513,345 



5,157 

31,976 

446,078 

18,019 

8,670 

,260,264 

279,371 

85,076 

90,907 

. 089, 442 

12,264 

» 17, 185 

49,396 

12,408 

209,048 

8,926 

94,033 

, 591, 147 

113,834 

24,116 

42,095 

225,048 

21,549 

544,437 

67,196 

144,381 

:. 327,710 
19,112 

.014,257 
91,911 

.,677,080 
93,889 
17,959 

411,436 
52,781 

125,282 
14,745 
66,851 

1, 696, 091 

i 

13,241 
i 16,679 
{,232,399 



1 18,335 

38,247 

12,941 

151,940 

i, 076, 345 
13,038 
51.219 
24,265 
8,282 
19,078 



Operat- 
ing 
ratio. 



(P) 



$72.88 
77.54 
05.64 
72.56 
82.47 
61.94 
76.89 
88.25 
70.10 
69.83 
97.73 

101.30 
98.57 

104.44 

118.52 

65.08 

69.83 

72.82 

87.90 
82.57 
78.60 
83.88 
79.04 
78.41 
76.96 
78.77 
75.92 
73.67 
75.49 
90.52 
60.06 
70.77 
69.87 
72.14 
63.83 
72.06 

102.72 
76.79 

104.17 
74.14 
55.41 

75.89 
107.61 
80.81 
68.52 
83.43 
68.31 
69.93 
66.91 
74.14 
93.12 

88.28 
70.57 
60.70 
82.49 
60.99 
65.48 

91.62 
73.85 
70.72 

89.30 
68.11 
93.83 
71.22 
65.68 
88.09 
65.74 
79.41 
67.49 
79.58 



Taxes 

assignable to 

operations. 



(Q) 



$91,005 

3,858 

3.691 

2, 152 

4,223 

3,340,909 

3,300 

3,682 

507,095 

222,246 

4,062 

11,627 

893 

1,594 

1,875 

152,873 

290,983 

148,499 

227 

2,421 

29,764 

900 

400 

152,447 

18,427 

5,100 

4,400 

195,278 

681 

"3 1,241 

2,473 

1.195 

13,888 

1,649 

4,529 

991,428 

7,618 

1,285 

2,550 

17,644 

5,911 

23,972 

1,627 

19,197 

227,200 

1,284 

406,799 

6,550 

561,470 

6,971 

917 

38,657 

2,987 

6,929 

442 

3,983 

554,000 

2,481 

1,190 

241,626 

319 
1,089 

248 

6,060 

264,053 

357 
2,046 
1,278 

532 

190 



Net income. 



(r) 



$460,977 

12,994 

23,479 

8,217 

1,151 

17,265,341 

1,644 

938 

4,951,892 

1,382,209 

8,083 

37,807 

448 

8,8*7 

x,m 

946,768 
191,350 

193,638 



69, 



38, 

5 > 
13, 

6, 
634, 

3, 

2, 

41, 
2,266, 

41, 

U, 
32, 

1, 



6 

95 
902 
372 
469 
248 
742 
065 
041 
386 
SIS 
tt'j 
517 
158 
652 
061 
296 
928 
672 
387 
490 
966 
289 



79,402 

25,963 

72,318 

825,852 

2,276 

1,746,315 

24,703 

990,746 

17,677 

US 

8,656 
16,965 
68,047 

2,579 

36,610 

2,371,799 

3,932 

5,290 

496,274 



206 

52,385 

1,313,962 

1,473 

22,014 

> 4,416 

3,503 

4,470 



Dividends 
declared. 



(■) 



$320,000 

6,400 

12,950 

2,111 



10,000,000 



3,599,760 
1,050,000 



780,000 



169,880 



5,834 

600,000 

2,624 



11,835 

1,507 

32,120 



11,334 
1,920,000 



1*12,375 

580,000 

2,276 

1,284,000 

24,500 

664,809 



9,944 
62,000 



96,542 
1,750,000 



4,230 
400,000 



740,720 

305 

10,000 

3,934 

12,350 



Employ 

eesin 

service. 



(t) 



1,456 
65 
68 
49 
74 

*> 28, 402 
68 
54 

"16,275 
(rf) 

87 

419 

6 

33 

34 

«6,321 

(96) 

(*) 

27 
203 

(87) 

19 
10 

(87) 

253 

117 

112 

»" 4,379 

11 

13 

36 

12 

188 

8 

84 

12,579 

63 

27 

43 

212 

33 

587 
62 



*»3,088 

20 

i* 5, 172 

106 

!«6,177 

103 

15 

384 
76 

185 
24 

104 
"8 6,681 

48 

25 

i»2,422 

17 
58 
20 

138 88 

1 «3.906 
23 
60 
26 
11 
26 



a 



Perso 
kille< 



00 



(*i) 






f87 



rw 



N 



I>€ 
P 






..• , < > 
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, 1916 — Continued. 










aerating 
:penses. 


Operat- 
ing 


Taxes 
assignable to 


Net income. 


Dividends 
declared. 


Employ- 
ees in 


i 
* 


ratio. 


operations. 




service. 


Peri 
kill 


(o) 


(P) 


(q) 


(r) 


(8) 


(t) 


u 


$22,941 


81.33 


$1,811 


$1,414 




U24 




22,058 


79.51 


667 


3,786 


$3,500 


31 




8,419 


73.97 


377 


2,451 


1,810 


24 


■ ••••> 


19,702 


74.21 


625 


5,047 


4,500 


21 


• ••••< 


31,998 
26,036 


91.92 
63.86 


316 
1,722 


2,232 
13,011 


• 


19 
31 




12,960 


• *•••! 


18,854 
44,483 


84.06 
64.47 


595 
4,662 


S, 176 
14,590 




22 
43 


. . . . _l 


14,000 


• • • • H 


22,683 


65.75 


2,173 


9,644 


8,321 


30 


• • - • 4 


8,447 
10,329 


69.27 
89.24 


710 
107 


3,038 
1,035 




16 
11 




7,340 




23,414 


67.74 


1,091 


9,759 


4,400 


22 




18,327 


72.79 


702 


5,208 


4,774 


25 




16,264 


66.56 


397 


r 7,099 


6,222 


16 




7,863 


78.08 


251 


893 





7 


• > • • 4 


14,442 

13,822 

6,570 

3,357 


85.57 

79.11 

62.87 

118.21 


463 
478 


1,499 

2,285 

3,959 

596 




21 
14 
12 

7 


l 




■■■a 


3,698 
700 


79 


— «. 

. . . . 4 


7,021 


65.19 


297 


3,452 


2,400 


13 


.... 4 


13,877 


45.42 


709 


17,093 


3,115 


22 


33,040 
8,476 


60.66 
72.94 


3,228 
242 


96S 
2,959 




34 
9 




1,200 


1 

.... 4 


23,026 


71.69 


1,048 


5,913 


4,733 


32 


....i 


11,325 
10,683 
20,347 
14,617 


83.86 
70.83 
79.49 
66.93 


199 

597 

1,502 

805 


1,250 

690 

2,932 

4,775 




10 
19 
46 
22 


1 




.... 4 




_ _ _ . A 


3,798 


* " " * t 

... .4 


67,713 


63.49 


4,295 


22,743 


7,800 


107 


.... 1 


47.394 


62.22 


4,780 


19,882 


66,000 


53 


...J 


18,452 
6,»w* 


92.45 
56. .;6 


217 
330 


1,290 
4,352 




13 
9 


_ _ A _ A 


2,400 


• • • • 1 

....4 


9,948 


85.54 


548 


153 


60 


14 


.... A 


77,578 


63.06 


4,568 


34,350 


12,123 


88 


I 
. . . . A 


8,697 


74.72 




2,806 


3,750 
3,198 


34 




9,838 


69.76 


173 


3,774 


17 


.... 4 

i 

• . • • i 


13,658 


81.52 


289 


2,124 


1,500 


18 


1 


13,973 


64.37 


505 


5,609 


8,lr9 


21 


1 

.... 4 


49,971 


76.48 


4,369 


4,745 


1,239 


46 


. . . . A 


7,207 


63.44 


285 


3,667 


1,794 


12 


i 

....4 


7,024 


54.72 


282 


5,530 


1,800 


9 


. . . . A 


8,334 


75.70 


507 


2,117 


1,600 


16 


J 


8,229 


56.82 


700 


4,643 


7,671 


15 


. ...4 


24,839 


59.83 


2,863 


12,901 


6,901 


23 


....J 


16,622 


73.77 


505 


5,838 


2,750 


21 


- - - - 


64,802 


68.82 


2,517 


25,964 


12,919 


77 


.... i 


14,513 


86.60 


447 


1,643 


3,180 


14 




21,731 
10,379 


92.33 
85.24 


544 

384 


1,260 
1,258 




21 
11 


■ • • . i 


1,000 


16,716 


69.64 


1,199 


4,542 


1,500 


24 


.... 


7,545 


70.19 


335 


2,826 


1,628 


10 


■ • • • i 


8,143 
29,341 
17,495 


82.86 
55.85 
56.05 


539 
6,341 
1,847 


997 
23,099 
11,177 




11 
50 
19 


. . . . 

• • . • 

• • • • ! 




12,564 


7,983 


69.89 


296 


3,129 


2,320 


11 


• • • • 


10,792 


81.24 


339 


1,805 


442 


21 


• • • • 


11,957 


81.03 


347 


2,705 


2,520 


15 


• • • • 


10,405 


73.23 


667 


3,137 


750 


12 


a • • ■ ■ 


11,519 


43.90 


718 


9,505 


3,750 


17 


1 
.4} 


42,068 


56.81 


1,640 


22,778 


10,000 


46 


....j 


24,420 


57.50 


1,556 


16,497 


6,917 


29 


1 


122,229 


64.33 


7,856 


57,253 


39,828 


160 


1 

4 


11,059 
30,452 


86.68 
84.22 


438 

1,334 

464 


2,784 
1,064 
2,961 




14 
46 


1 
. • . • J 




* * " - 1 

.... 4 


13,163 


69.33 


1,000 


19 


1 

. . . - 4 


25,498 
7,945 


98.18 
60.80 


1,997 
638 


1,581 
4,170 




27 
10 


1 


1,400 


.... 4] 


9,188 


81.85 


468 


1,352 


776 


14 


1 


13,768 


74.46 


575 


3,298 


2,441 


17 




11,723 


58.51 


622 


7,134 


4,471 


17 




36,717 


118.99 


1,485 


46,253 


39,054 


51 




18,582 
11,573 


67.31 
62. 12 


1,181 
889 


344 
6,316 




29 
16 




3,200 




36,719 


56.17 


3,374 


5,631 


5,510 


34 




8,707 


84.53 


354 


1,188 


1,500 


10 




14,998 


75.42 


954 


1,844 




18 









Dec 



srati 
ens 



F 

SI 7, 
9, 

I 9 ' 
35, 

17, 

26, 

19, 

8, 

37, 

7, 

7, 

10, 

9, 
10 



«: 

» 



ii, 



613' 



\ 



13, 
23, 

*k 

571, 

J ' 
32, 

?'■ 

30,, 

21,, 
l 2 >' 

34,: 

70,' 
91,' 
13,1 

10,, 

1" 

l 

1 °1, 

■ 8 J: 

■ 49,, 
23,', 
16,! 

15,1 

19,: 

09,1 
56,! 
15, j 
25 J 
26, ( 
31,1 
20,1 
|>S9 f < 
26.' 

1-'' 

44,! 
8,' 
8,' 
6,i 

9,i 

*>: 
13,, 

I 

93 1 
12, 
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rating 
enses. 



» 



$17,284 

9,006 

19,288 

35,005 

17,346 

26,509 

19,323 

8,566 

i 37,213 

7,443 

7,210 

10,344 

9,847 

7,866 

30,128 

10,097 

11,736 

54,217 

613,876 

13,396 

23,781 

22,902 

9,033 

571,897 

34,923 

47,432 

10,820 

32,006 

23,472 

36,533 

21, .535 

12,233 

34,272 

70,701 

91,711 

13,899 

7,323 

10, 597 

13,520 

3,109 

7,319 

51,280 

35,811 

10,488 

81,384 

9,415 

49, 210 

23,551 

16,936 

15,053 

19, 164 

09,020 

56, 399 

15, 861 

25, 807 

20,659 

31,027 

20,021 

S9.613 

26, 743 

8,774 

15,557 

44,503 

8,956 

8,638 

6,851 

20,174 

9,613 

30,205 

13,548 

13,375 

41,981 

9,877 

8,982 

93,057 

12,472 I 



Operat- 
ing 
ratio. 



(P) 



69.40 
65.38 
60.36 
72.04 
80.06 
62.52 
77.75 
68.28 
70.92 
66.12 
67.94 
62.68 
89.53 
64.05 

104.46 
64.48 
79.22 
69.62 
55.97 
82.48 
78.93 
69.82 
73.70 
61.55 

167.46 
85.19 
88.65 
77.69 

110.03 
74.95 
76.95 
84.16 
85.93 
95.09 
51.07 
81.20 
54.85 
84.78 

100.39 
74.36 
48.55 
93.61 
94.86 
71.24 
68.35 
85.92 
72.34 

106.63 
67.60 
78.65 
58.56 
67.53 
71.75 
99.80 
60.77 
84.47 
75.88 
71.78 
62.93 
72.14 
53.57 
79.76 
63.72 
76.27 
59.95 
63.24 
52.49 
55.43 
72.62 
63.43 
86.67 
66.07 
60.56 
71.63 
35.53 
77.95 



Taxes 

assignable to 

operations. 



(Q) 



$1,784 

897 

2,279 

3,522 

494 

2,103 

(145) 

650 

1,242 

564 

210 

411 

395 

783 

549 

466 

426 

729 

237,648 

546 

754 

1,295 

538 

61,509 

1,633 

3,879 

553 

2,389 



3,095 

860 

341 

878 

1,046 

12,000 

321 

405 

275 

159 

361 

739 

3,293 

537 

732 

1,821 

318 

2,550 

1,817 

1,189 

771 

1,036 

3,089 

2,393 

(162) 

2,845 

1,002 

1,392 

1,802 

16,980 

1,772 

874 

240 

4,432 

444 

1,007 

260 

684 

1, 235 

1,080 

720 

309 

26,171 

775 

442 

31,349 

551 



Net Income. 



(r) 



$3,730 
3,719 

10,594 
1,984 
2,173 
9,587 
4,759 
3,330 

11,948 

2,394 

3,121 

4,028 

52 

3,563 

6,6^1 

4,840 

925 

8,886 

1,031,263 

2,233 

4,903 

8,556 

3,454 

275,856 

SO, 774 

16,868 
743 
3.934 
*,U0 
8,682 
3,491 
1,322 
4,342 
8,S76 

41,125 

2,897 

5,841 

1,137 

898 

711 

3.378 

1,479 

211 

3,501 

22,629 
1,225 

12,819 
7,838 
6,336 
2,742 

13,990 

13,003 
7,167 

(162) 

12, 717 
3,901 
6,119 
4,569 

50,240 
7,154 
4,607 
3,365 

12,471 
1,601 
4,764 
2,114 

16,727 
5,996 

10, 568 
7,900 
4, 251 
130,065 
5,657 
2,945 

81,609 
2,881 



Dividends 
declared. 



(■) 



™ $36, 500 
2,400 
7,500 



12,100 
4,400 
3,250 
7,532 



6,290 
'2,06i 



6,789 

828,335 

934 

5,500 

5,000 



231,105 



2,458 
4,467 
3,100 
8,682 
3,491 



6,543 
i7,340 



2,667 



3,500 

987 

10,000 

4,956 

3,000 
78,750 

1,000 
20,510 



6,492 
2,100 
3,000 
2,964 
403 
2,219 
10,699 



7,605 



2,965 



9,390 
1,500 



4,038 
6,000 
7,192 
2,335 

93,961 
5, 657 
2, 500 

79, 600 
5, 000 



Employ- 
ees in 
service. 



(t) 



21 
14 
26 
54 
26 
36 
49 
11 
31 
11 
15 
14 
14 
14 
48 
13 
25 

"82 
1,696 
19 
33 
32 
12 

576 
34 
44 
14 
43 
21 
50 
30 
19 
36 
79 

129 
51 
8 
16 
10 
17 
12 
64 
50 
18 
75 
10 
30 
25 
24 
22 
24 

112 

110 
19 
32 
23 
35 
19 

402 
47 
15 
23 
56 
13 
15 
10 
26 
18 
39 
11 
13 

350 
10 
11 

101 
14 



Casualtte 



Persons 
killed. 



(n) 



Pi 

m 



ri«) 



c- 



\ 
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crating 
>enses. 



(o) 



$67,280 

13,228 

5,735 

t 19,017 

4 26,130 

1 42,997 

34,359 

34,893 

13,207 

7,682 

11,606 

20,443 

36,314 

35,623 

8,702 

22,284 

17,037 

14,688 

28,576 

13,480 

32,072 

24,004 

15,387 

18,338 

24,469 

18,727 

4,248 

9,283 

7,288 

7,217 

10,073 

20,381 

46,759 

14,712 

25,468 

7,088 

6,697 

7,023 

28,112 

18,444 

23,024 

14,605 

17,657 

10, 711 

35,916 

33,888 

13,521 

11,563 

17,355 

15,033 

27,279 

13,430 

142,135 

707,013 

341,258 

26,219 

7,597 

11,490 

63,368 

9,558 

27,492 

12,585 

6,922 

31.046 

24,628 

43,849 

4.329 

33,882 

62,202 

9,559 

9,390 

7,230 

12,753 

16,676 

7,707 

149,730 

16,962 



Operat- , Taxes 
lug I assignable to 
ratio. ! operations. 



Net income. 



(P) 



71.89 
74.87 
75.04 
71.13 
71.99 
75.60 
64.50 
73.81 
7& 64 
63.87 
70.80 
77.54 
71.80 
80.52 
62.35 
83.84 
88.25 
62.72 
83.60 
91.40 
68.69 
67.74 

109.94 
76.09 
68.57 
81.47 
55.93 
74.16 
49.89 
60.01 
66.26 
72.69 
66.98 
73.74 
89.76 
51.79 
60.06 
56.23 
77.40 
95.32 
72,93 
78.00 
67.58 
80.56 
68.30 
64.83 
66.65 
77.86 
79.72 
83.41 
80.13 
55.39 
66.34 
60.89 
66.82 
88.31 
64.26 
87.15 
76.37 
82.69 
52.66 

115.18 
44.71 
70.89 
60.10 
67.41 
62.01 

101.91 
69.34 
58.93 
79.83 
58.79 
70.37 
82.73 
68.59 
73.21 
96.46 



(q) 



•3,044 

187 

254 

333 

1,103 

2,829 

1,409 

840 

1,056 

250 

542 

407 

1,160 

oov 

941 
728 
704 
710 
891 
720 
733 

1,493 
725 
517 
960 
385 
61 
277 
812 
135 

1,122 
712 

4,359 
229 
805 
717 
749 
252 

2,333 
858 

1,453 
136 
818 
127 

2,540 

1,338 
777 
328 
433 
218 
694 
480 

8,622 
54,013 
33,727 

1,101 
555 
845 

2,940 

" 1,582 

169 

187 

2,463 

1,351 

2,593 

71 

1,868 

1,614 

1,306 

382 

551 

560 

358 

574 

12,928 

109 



(r) 



$19,462 

4,047 

1,916 

6,718 

5,207 

14,169 

14,167 

9,350 

2,223 

4,096 

4,204 

4,072 

8,134 

5,010 

3,645 

2,133 

1,565 

7,625 

4,688 

942 

12,845 

10,699 

565 

5,230 

10,264 

3,526 

2,986 

2,958 

6,507 

4,453 

4,226 

6,428 

15,763 

4,167 

144 

18,628 

4,710 

4,888 

5,797 

1,869 

6,973 

3,651 

7,017 

2,651 

10,940 

13,298 

5,947 

3,036 

3,444 

1,890 

5,590 

11,477 

51,631 

29,106 

48,292 

2,644 

3,606 

1,047 

11,693 

2,000 

10,706 

1,800 

7,868 

10,612 

15,000 

14,486 

2,103 

3,7*1 

11,071 

5,104 

1,939 

4,517 

4,323 

2,596 

1,316 

25,219 

514 



Dividends 
declared. 



(■) 



8,881 
1,516 



2,400 



7,720 
1,760 
18,000 
3,380 
2,792 
8,000 



3,000 
1,980 
2,400 
4,856 
2,236 
454 



6,000 



2,626 
5,950 
1,360 
2,450 
3,000 
6,000 
900 
4,082 
3,548 
9,200 
2,796 



30,000 
4,320 



4,792 
*5,*686 



1,600 
500 
4,434 
13,298 
2,700 
2,726 



1,193 



4,800 
40,500 
28,110 



4,000 

2,500 

681 

13,888 

1,715 



1,452 
7,500 
10,000 
8,633 
1,400 



7,500 
5,256 
1,500 



1,800 
24,000 



Employ- 
ees in 
service. 



(t) 



103 
24 

7 
23 
36 
35 
37 
36 
41 

7 

19 
26 
40 
47 
13 
44 
17 
18 
41 
14 
47 
21 
24 
»*15 
22 
43 

7 
12 
13 
11 
13 
13 
43 
13 
20 
16 

2 

8 
21 
18 
33 
29 
27 
25 
36 
45 
21 
13 
22 
16 
40 
17 
150 
934 
316 
28 
15 
16 
66 
11 
23 
14 
11 
39 
30 
60 

36 
71 
17 
9 
11 
22 
13 
17 
164 
23 



Pen 
kill 



(* 



JC. *. 



>ing 



J 



' .. 



I.7C 

>« 

i,6* 

i,9« 
,« 

,55 
,52 
,31 

;,5c 

>,« 

t,l- 
>,* 

i,6< 

,7* 

,<K 
L,34 

>,0( 

,3! 

' 9 
,31 

{»* 

,ii 
u: 

,5! 

M 

>,7> 
i,3 

u 

>,5 
,6 

> S 
,6 

>,6 

1,7 

l.fi 

),fl 

),s 

!' 5 
,C 

» ! 

>,a 
!> 4 

M 

M 

,c 

u 

iB^a 

«M 

»4 

?' 6 

V 

■»),3 
**■ 

2,4 



\ 
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^ 



i > 



.701 
858 
684 
969 
006 
297 
526 
520 
318 
786 
502 
856 
291 
153 
609 
170 
741 
660 
784 
955 
359 
094 
621 
321 
915 
394 
223 
405 
303 
458 
065 
103 
426 
583 
456 
819 
148 
765 
398 
967 
357 
581 
632 
575 
683 
590 
749 
512 
953 
511 
508 
081 
114 
200 
445 
708 
231 
706 
581 
480 
033 
057 
772 
306 
049 
985 
918 
325 
512 
495 
622 
104 
721 
339 
993 
744 
432 



Operat- 
ing 
ratio. 



(P) 



71.88 
76.92 
68.35 
62.68 
66.88 
78.48 
94.03 
70.97 
72.82 
57.62 
80.01 
70.27 
74.36 
70.85 
70.72 
72.83 
78.05 
70.53 
59.85 
60.65 
85.99 
71.54 
70.77 
83.74 
79.76 
65.06 
67.69 
73.12 
63.64 
68.27 
80.55 
74.39 
71.99 
65.48 
74,82 
89.87 
73.01 
85.61 
66.28 
91.53 
62.51 
62.58 
60.82 
62.78 
80.79 

. 70.14 
55.21 
87.13 
70.27 
65.09 
66.18 
81.53 
60.01 
58.44 
89.48 
68.36 
76.26 

127.31 
78.75 
48.63 
61.92 
83.90 
59.42 
79.19 
81.37 
73.62 
74.42 
62.15 
76.52 
62.98 
63.72 
73.20 
69.35 
74.44 
82.58 
26.18 
82.22 



Taxes 

assignable to 

operations. 



(Q) 



$816 

840 

919 

143 

286 

705 

237 

1,644 

. 186 

5,918 

600 

754 

3,256 

553 

667 

603 

2,009 

468 

2,936 

1,926 

817 

336 

400 

122 

289 

816 

700 

510 

193 

176 

1,872 

869 

2,165 

7,521 

4,205 

1,048 

1,100 

642 

600 

1,544 

2,225 

4,078 

4,917 

653 

1,032 

1,223 

20,538 

627 

2,965 

478 

240 

793 



627 

180 

476 

1,268 

6,832 

324 

34,051 

1,740 

1,165 

1,074 

774 

758 

976 

737 

1,815 

2,478 

1,663 

9,390 

913 

2,102 

479 

686 

545 

138 



Net income. 



(r) 



$3,068 
1,700 
6,175 
3,103 
3,185 
1,826 
9 
5,420 
3,760 

22,456 
2,266 
4,603 
810 
3,958 
5,908 
4,312 
4,741 
2,831 

33,132 

10,209 
815 
2.764 
2,924 
1,870 
2,735 
4,095 
4,737 
1,951 
4,550 

o, ooD 

5,470 
2,488 

11,802 
9,498 

12,295 
960 
971 
247 

10,381 
7,031 
7,399 

30,494 

11,838 
3,514 
3,274 
2,863 

114,369 
2,683 
4,983 
5,336 
6,409 
1,434 
2,005 

17,656 

876 

3,182 

16, 787 

91,601 
1,993 
110,321 
7,767 
3,591 
8,119 
2,156 
2,208 
4,094 

25,603 
5,656 
7,508 

18,242 

26,818 
4,922 
9,089 
1,788 
2,477 
7,563 
2,305 



Dividends 
declared. 



(•) 



$3,594 



2,745 



4,800 



20; 836 
2,189 



5,730 
3,900 
2,820 
1,000 
3,488 
960 
7,000 
6,428 
1,400 
3,200 
1,743 



1,440 
2,648 
2,377 
1,008 
2,700 
1,885 



1,500 
6,000 



7,800 



2,015 

480 

4,500 



7,399 



3,600 
1,664 
88,705 
3,296 
4,757 



3,584 
13,572 



75,050 
1,785 



1,575 



4,401 



2,528 

16,000 

21,350 

4,203 

7,495 



Employ- 
ees in 
service. 



(t) 



1,920 
6,000 



10 
10 
18 
8 
8 
13 
13 
32 
8 
58 
14 
43 
50 
21 
17 
15 
42 
31 
73 
37 
15 
13 
16 

(18.) 

12 
23 
21 
13 
14 
9 
45 
19 
49 

230 
67 
22 
10 
13 
34 
39 
27 
74 
67 
16 
30 
14 

211 
17 
32 
12 
16 
W25 

125 
55 
10 
11 

105 

130 
13 

454 
25 
36 
18 
12 
15 
32 



27 
44 
27 
120 
19 
43 
12 
20 
23 
23 



Casualties 



Persons 
killed. 



(*) 



•Pet 
injt 



(i») 



(* 



(i») 



(183 



(«M) 



(SH] 



* • 



■ '•< 



J-'J# 



* - » 



\ 



j-vr 



s 
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l 

2 
3 

4 
6 
6 
7 
8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

38 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

64 

65 

66 

67 

68 

09 

70 

71 

72 

73 

74 

75 

76 



frating 

prises. 



;<>) 



Jeff JM, 843 

*Sg 14,588 
j*S 14,423 
j£hJ 73 427 
Jgg 10 181 
j£S 19 346 
junm 22,835 

i3l70,947 
14,297 



Kat 
Kea 



Kent 
Kem 
Kei 



Kinf 

S 

Ki 



12,901 
27,275 
12,582 
7,756 
30,772 
37,601 
lTairf 34,845 
££ 702,383 
<3 9 980 
K 105,329 
K S 78,640 

KiD, 30;397 
39,790 
53,239 
11,153 
74,968 
17,977 
71,945 

V70 
426 

451 
74 



Operat- 
ing 
ratio. 



(P) 



La 

La 

La 

La 

La 

LaB 

Lafa; 

LanarJ 

Lani 

LeB 

Lead 

Lebano: 

Lenaw 

Lexini 

Liberty 

Liberty 

Lidgerw 

Lima Tel 

Lincoln T 

Lincoln M 

Lineville 

Livingston 

LocalTele; 

Local Tele 
Bellevue 
Logan Hon 
Logansport 
Lookingglass 

Los Gatos Te 
Louisville H« 
Lvnn Local J 
Macomb Tele 
Macon TelepI* 

aasssg 

Mankato Citleen 

JKSon County EH 
5*S3lles Telepnca 
JgSSeld Teleph( 

lOOJ 



78.81 
81.81 
56.94 
66.39 

116.04 
69.39 
62.77 
35.76 
70.00 
76.38 
53.47 
53.91 
59.02 
72.40 
66.66 
79.68 
91.94 
61.17 
67.33 
60.05 
73.94 
54.23 
63.30 
61.39 
59.20 
57.39 
97.95 

103.57 
56.31 
80.54 
76.27 
79.25 
64.83 
93.88 
76.17 
64.89 
71.46 
65.83 
72.77 
69.51 
77.38 
74.63 
85.69 
57.06 
79.67 
79.73 
70.51 
TO. 57 
*.66 
.07 
73 



fl\ 



Taxes 

assignable to 

operations. 



(q) 



1802 

1,551 

417 

300 

963 

523 

9,843 

821 

1,288 

2,548 

77,914 

12,999 

1,714 

376 

600 

720 

352 

3,272 

3,723 

1,035 

50,600 

1,200 

8,500 

3,874 

93,403 

1,332 

966 

3,142 

300 

2,752 

567 

4,400 

299 

458 

4.129 

986 

909 

86 

214 

421 

880 

365 

4,625 

355 

477 

590 

709 

11,967 

60,666 

168 

333 

(«f) 

201 

7,385 

1,777 

1,364 

4,047 

216 

622 

43,715 

760 

764 

488 

263 

776 

1,122 

638 

\636 

265 

476 

M 
4 



Net income. 



(*) 



94,226 

5,187 

3,818 

2,981 

3,68* 

4,930 

7,516 

108,060 

3,225 

252 

8,375 

490,556 

47,988 

7,4*3 
5,897 
2,508 
82 
4,571 

11,368 

20,707 
3,495 

83,598 
4,837 

16,400 

27,918 

311,771 

5,696 

14,148 

35,353 
1,175 

18,196 
1,498 

26,734 

559 

1,690 

21,791 
2,962 
6,049 
1,352 
3,221 
1,495 
7.200 
329 

26.315 
2.008 
2,086 
1,971 
4,441 

42,893 

360,278 

1,099 

4,644 

2,383 

942 

37,665 

10.271 
9,020 

12,952 
4,149 
3,762 
142,230 
4,324 
5,691 
4,722 
8,704 
1,960 
8,653 
3,302 

26,066 
3,170 

27,757 
1.817 

28,578 

4,851 

4,345 

564 



Dividends 
declared. 



(■) 



•1,695 
8,400 
4,222 
3,200 
1,000 
4,200 
5,678 

112,000 
3,225 



19,069 



15,517 

1,311 

20,000 



2,100 

21,492 

2,994 

875 

2,478 



1,254 

5,999 

450 

15,000 



975 

1,800 

1,500 

45,182 

318,432 



1,600 



2,880 

26,447 

4,736 

5,824 

10,500 

1,000 

1,911 

91,700 

2,750 



3,840 
5,250 
3,600 



1,000 
11.572 

5,000 
15,954 





19,122 
3,960 



570,000 ' 
50,000 ; 



Employ- 
ees in 
service. 



(t) 



30 
21 
17 
20 
13 
20 
27 

144 

11 

17 

30 

1,085 

134 
19 
16 
33 
19 
8 
29 
24 
58 

812 

93 

104 

889 
21 
38 

108 
14 

102 
14 
78 
21 
16 
53 
18 
17 
18 
10 
14 
29 
26 
49 
21 
15 
15 
7 

110 

1.062 

8 

21 

26 

24 

102 
19 
24 
87 
18 
10 

511 
19 
21 
18 
32 
22 
14 
10 
39 
6 
90 
18 
75 
29 
9 
19 



Cast 



Persons 
killed. 



00 



(*6) 
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perating 



(o) 



$11 

14 

7 
15 
12 
24 
10 
26 
27 

9 

7 

7 
64 

8 

7 
13 
33 
35 

8 

32 
14 
20 
24 
13 

8 
11 

7 
11 
17 
28 
12 

9 
58 

7 

141 

32 

19 

17 

8 

34 
19 
19 

9 
16 
30 
11 
60 
29 
22 
17 
12 
13 
15 
27 
34 
26 

15 

30; 

22 
26 
44 
48; 
14 
16 
13 
12 
16 
12 
2,354 
14 
15 
48 
14 

8 
32 

5 
28 



247 
795 
908 
042 
460 
218 
414 
821 
343 
220 
098 
899 
618 
009 
631 
046 
212 
085 
174 
248 
919 
288 
689 
308 
643 
623 
658 
004 
589 
209 
334 
940 
215 
913 
809 
033 
498 
140 
125 
278 
415 
765 
233 
69G 
610 
868 
915 
997 
965 
560 
800 
809 
266 
683 
838 
050 

379 
658 
080 
344 
919 
042 
545 
550 
718 
441 
467 
410 
374 
853 
391 
761 
030 
957 
545 
367 
678 




87.41 
71.78 
60.26 
70.30 
68.14 
63.30 
68.10 
84.06 
55.05 
74.04 
65.58 
63.31 
64.85 
73.92 
65.49 
75.59 
76.44 
70.19 
79.98 
63.98 
73.34 
85.73 
82.71 
69.56 
75.67 
68.37 
69.78 
79.05 
91.97 
75.66 
65.98 
70.91 
71.72 
86.03 
67.92 
80.23 
73.57 
60.88 
67.96 
80.71 
76.75 
65.77 
81.48 
66.25 
45.66 

102.31 
57.43 
80.65 
56.53 
60.10 
69.09 
65.75 
66.07 
56.36 
53.52 

103.34 

88.44 
55.62 
70.58 
74.41 
68.19 
78.46 
110.08 
67.47 
78.27 
54.04 
86.94 
72.41 
66.21 
70.18 
85.92 
65.30 
94.61 
84.18 
77.52 
64.62 
68.91 



Taxes 

assignable to 

operations. 



(Q> 



$,285 
676 
529 

1,234 
691 
850 
685 
733 

1,208 
412 
136 
356 

6,513 
299 
117 
144 
484 

1,318 
300 
538 
500 
354 

1,495 
683 
500 
495 
673 
157 
97 

1,762 
413 
951 

5,074 
263 

3,781 
720 
510 

1,568 
536 
438 
494 

1,174 
712 

1,064 

4,139 
195 

7,730 

1,208 

1,141 
983 
349 
464 
678 

2,795 

1,781 
603 

319 
4,100 
1,710 
1,070 
2,371 
2,810 

508 
1,538 

577 
1,085 

657 

765 

259,010 

1,531 

863 
2,165 

551 

217 
1,617 

292 
2,283 



Net Income. 



(r) 



$1,218 
3,972 
4,590 
5,121 
5 ; 619 
7,313 
3,569 
1,474 

17,803 
1,613 
3,581 
5,169 

25,111 
2,627 
3,535 
2,713 
4,218 

12,306 
1,414 

13,791 
4,846 
2,824 
2,538 
3,252 
1,634 
4,560 
2,073 
1,142 
8,290 
7,324 
2,694 
3,116 

16,500 
1,160 

45,124 
3,450 
5,657 
6,393 
3,426 
2,959 
5,043 
4,628 
1,285 
7,494 

30,551 
1,972 

28, 136 
6,033 

16,155 

10,721 
5,377 
6,285 
6,663 

23,074 

5,048 

1,692 

(M) 

7,594 

4,365 

16,313 

111 

5,860 

6,441 

3,581 

5,632 

1,001 

3,964 

343,993 

1,456 

131 

23,508 

91 

1,466 

4,088 

1,833 

6,267 



Dividends 
declared. 



(•) 



$3,106 

2,368 

4,500 

4,800 

6,000 

3,656 

89 

7,593 

1,247 

1,665 

2,450 

20,236 

•8,780 

2,220 

750 

2,170 

2,994 



6,250 
5,312 



900 
3,893 



3,650 
1,950 



5,697 



3,951 



2,538 

937 

1,365 

16,800 
750 

21,584 
6,059 
8,000 
6,000 
2,800 



4,500 



15,856 



1,831 

7,795 

2,750 

12,510 



6,180 
6,720 
1,200 
1,778 
3,701 
328,222 



Employ- 
in 



2,750 

16,500 

703 

15,000 



900 
5,306 



(t) 



1,466 



8,000 



13 
16 
13 
18 
21 
34 
13 
47 
41 
15 
18 
12 
115 
10 
12 
24 
42 
40 
18 
42 
13 
23 
36 
12 
13 
15 

9 
12 
15 
35 
15 

9 
95 

8 

212 

23 

17 

28 

9 
57 
15 
13 

9 
17 
61 
11 
114 
20 
29 
22 
25 
45 
26 
23 
59 
38 

11 
36 
22 
28 
64 
63 
13 
20 
14 
22 
10 
19 
2,820 
21 
18 
57 
32 
11 
34 
16 
33 



P 
1 
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Derating 
.penses. 



I (o) 



$10,517 

8,380 
20,977 
20,898 
10,796 
19,140 
204,532 
11,278 
41,086 
15,829 
20,248 
17,527 
62,221 

9,686 

7,918 
66,742 
23,181 
14,704 
15,115 
17,656 
12,424 
10,305 
71,689 
79,475 
21,867 
22,180 
19,753 
27,100 
25,933 
419,848 
20,145 
41,005 
15,226 

9,510 
22,151 
10,621 
15,236 

7,447 
19,167 

9,408 
19,565 ' 
37,288 
58,741 
10,994 
16,022 

9,417 
15,282 

8,327 
164,207 
21,852 
10, 193 
12,214 
11,441 
11,514 
24,137 
18,071 
10,318 
14,040 
12,188 
11,818 
12,128 
54,824 
13,325 

9,731 
15,487 
39,021 
23,710 
15,235 
31,809 
39,572 
11,872 
11,557 

9,439 
12,302 
18,732 
11,037 

6,186 

9,298 



Operat 

Ing 

ratio. 



(P) 



83.73 
70.17 
74.38 
74.56 
93.84 
75.91 
61.49 
85.23 
96.36 
72.99 
62.04 
77.32 
58.35 
73.06 
73.46 
61.84 
84.51 
77.02 
62.09 
81.74 
95.93 
67.08 
65.02 
53.67 
83.72 
68.53 
58.30 
73.47 
76.20 
76.39 
70.29 
71.61 
82.26 
78.70 
70.58 
59.42 
81.00 
59.23 
60.89 
89.00 
81.84 
58.12 
63.22 

101. 36 
85.30 
68.24 
69.42 
63.68 
62.58 
72.75 
70.32 
74.13 
92.92 
62.18 
58.05 
65.04 
61.10 
78.55 
79.47 
70.31 

112.52 
55.62 
99.19 
58.37 
64.16 
70.59 
63.23 
79.87 
65.54 
76.79 
97.46 
76.85 
60.27 
81.46 
57.57 
65.39 
53. 78 
73.54 



Taxes 

assignable to 

operations. 



(q) 



1628 
378 

1,679 
419 
691 

1,071 

13,354 

251 

1,396 

1,054 

1,775 
581 

2,468 
402 
169 

5,668 
213 
359 

1,147 

1,091 
173 
502 

4,461 

5,362 
451 
444 
511 

2,331 

560 

16,207 

584 

1,065 
356 
432 
623 
302 
933 
442 

1,800 
541 
603 

3,527 

6,435 
630 
401 
750 
651 
495 
10,021 

1,MX) 

584 

165 

192 

92 

1,651 
902 
668 
530 
414 
454 
339 

5,143 
658* 
438 
770 

1,971 
959 
639 
859 

3.041 
300 
720 
242 
388 

1,278 
700 
477 
337 



Net income. 



(r) 



$719 
3,291 
5,639 
5,557 



2,905 

58,609 

1,704 

2,98ft 

5,118 

8,277 

4,176 

37,569 

2,610 

1,242 

30,052 

3,264 

3,855 

2,973 

447 

W 
5,796 

32,066 

50,694 
2,253 
7,592 
3,912 
2,525 
3,678 

58,247 
6,884 

11,885 
3,094 
2,006 
8,760 
6,694 
1,674 
4,704 
9,905 

eg 

3,498 

18,040 

20,187 

778 

1,261 

3,379 

5,748 

11,972 
2,859 
4,592 
3,258 
3,458 
1,094 
6,144 

15,507 
9,052 
5,865 
2,353 
2,735 
4,500 
1,888 

18,291 

661 

6,505 

6,815 

12,226 

9,075 

400 

15,236 

8,116 

687 

478 

4,068 

2,412 

11,414 
5,046 
3,779 
1,250 




Dividends 
declared. 



(■) 



2,002 
8,000 
26,535 
3,000 
3,222 



600 



$600 
2,370 
4,800 



19,965 
727 
3,984 
3,129 
6,000 
3,054 
3,831 
2,400 
969 
3,600 



3,855 



1,200 
4,896 
2,000 



3,300 
3,900 
4,113 
2,100 
5,850 
5,634 



910 

3,200 

26,000 



1,121 



10,488 
6,560 
2,400 



Employ- 
ees in 
service. 



(t) 



15 
22 
22 
22 
12 
16 

163 
9 
41 
20 
37 
22 

120 
15 
13 
71 
44 
17 
16 
21 
18 
29 
86 

134 
22 
33 
38 
46 
36 

426 
47 
60 
17 
14 
24 
31 
17 
8 
24 
10 
18 
59 
62 
15 
22 
13 
18i 
10] 

240 

1? 
26 

16 
2tf 

1( 



3,652 
1,265 
6,250 
15.606 
720 
4,499 
2,560 



8,177 i 

400 ! 

7,387 [ 



2,412 



3,000 

1,538 

996 



3« 
31 
U 

41 
51 

h 
1! 
2) 
II 

II 
II 
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rating 
?nses. 



Jo) 



$8,101 

6,708 
13,190 
69,008 

9,795 
10, 187 
19,206 
17,422 

7,461 
11,955 
10,733 

9,409 
24,568 
19,194 




Taxes 

assignable to 

operations. 



10,569 

10,568 

9,546 

36. 174 
24,550 
24,691 

8,991 
17,392 
75.847 
7,597 
11,358 
27,735 
30,082 
16,434 
11,009 
17,981 
20,631 
21,335 
102,272 
196,325 
13,050 
10,227 
93,275 
28,560 
21,502 
18,964 
70,514 
8,527 

10. 175 
10,614 
67,367 

5,367 

2,412 

10,697 

30,491 

51,638 

11,661 

9,939 

1 22, 108 

15,447 

12,448 

9,352 

7,609 

58,651 

,58,150 

61,811 

7,871 

12,151 

13,587 

14,117 

6,610 

8,135 

24,500 

62,143 

,51,553 

,15,670 

113,147 

'20,554 

125,029 

(34,856 

<41,741 

.27,331 



Net income. 



(4) 



(r) 



62.01 
52.38 
60.44 
58.90 
68.49 
53.30 
102.40 
79.70 
71.20 
81.11 
50.62 
74.85 
85.32 
96.35 



$334 
441 

1,288 

4,500 
661 

1,233 
166 
619 
112 
499 
543 
360 

1,529 
401 



$4,537 
5,658 
5,275 

34,914 
3,598 
5,591 
1,366 
4,361 
2,641 
246 
8,474 
2,321 
2,189 
6,969 



Dividends 
declared. 



(») 



92.79 
96.74 
68.59 
75.44 
73.00 
79.67 
82.09 
50.93 
43.69 
64.88 
40.23 
82.14 
88.67 
88.07 
68.13 
87.45 
75.60 

112. 16 
93.61 
73.15 
67.18 
83.79 
71.46 
72.06 
97.63 
84.90 
67.74 
7f.52 
63.82 
69.92 
73.37 
59.95 
60.35 
82.51 
76.60 
75.45 
75.12 
69.73 
71.71 

112.37 
54.64 
81.40 
62.95 
65.22 
59.12 
46.46 
72.48 
71.83 
93.98 
69.87 
53.28 
78.04 
49.93 
71.47 
66.43 
74.32 
76.90 
78.35 
76.04 
75.71 
73.21 
78.13 



204 
753 

2,428 

1,724 
804 
355 

1.102 

11,586 

503 

331 

760 

247 

860 

517 

357 

SOS 

862 

15,055 

194,075 

555 

359 

8,522 

1,448 
675 
726 

5,592 
288 
500 
468 

2,589 

382 

40 

400 

810 

2,985 
953 
511 

1,231 
542 
798 
369 
821 

4,650 
16,328 

4,475 
345 

1,284 
363 
957 
580 
470 

1,622 

1,923 
58,123 
660 
721 
787 
850 

6,022 

1,534 

2,090 



( 2 «) 

246 

3,199 

1,509 

6,324 

2,576 

1,606 

11,227 

39, 111 

2.567 

10,875 

4,000 

2,663 

1,9SS 

3,893 

2,245 

4,685 

8,118 

47,645 

809,057 

947 

1,683 

6,760 

5,408 

1,612 

1,647 

24,553 

3,106 

5,066 

3,324 

10,709 

3,305 

1,004 

1,867 

5,876 

1,832 

608 

3,615 

7,287 

2,645 

8,738 

2,708 

3,440 

11,128 

47,578 

25,473 

2,643 

3,481 

507 

3,774 

5,433 

1,318 

21,128 

10,359 

423,554 

1,394 

1,019 

1,316 

7,038 

20,149 

6,839 

5,496 



$1,616 
3,910 
3,000 
8,000 

11,900 
1,463 



4,000 
2,400 



8,000 
"4*566' 



1.874 



5,550 
2,414 
1,606 
4,800 
27,216 
1,500 
316 
4,000 



2,400 
2,500 
2,904 
3,900 



700,000 

640" 

"22,"756" 



10,125 
1,512 
1,500 
1,875 
9,000 



2,400 
4,524 



3,500 
7,500 



1,600 
2,000 
2,700 



2,145 
1,750 



4,122 

1,280 

15,240 



134,609 
797 



5,250 
33,720 



7,608 



Employ- 
ees in 
service. 



(t) 



10 
9 
16 
78 
13 
32 
17 
16 
10 
16 
24 
17 
21 
22 



( 



4 
18 
12 
38 
30 
34 

9 

42 

101 

13 

11 

36 

33 

29 

14 

20 

33 

10 

125 

3,«20 

6 

9 
133 
28 
28 
19 
95 
18 
10 
14 
51 

8 

8 
12 
28 
63 
11 
15 
27 
22 
16 

8 

16 

59 

323 

97 

) 
18 

14 
26 
9 
12 
26 

124 
1,620 
14 
13 
24 
24 

188 
59 
26 



Carat 



Persons 
killed. 



00 



(M) 



(t«) 



<■■) 



1 
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1R 



676 
255 
288 
211 
768 
382 
331 
tf26 
121 
876 
IW7 
298 

; J ,78 

)21 
546 
270 
023 
977 
D14 
244 
790 
512 
566 
323 
296 
D37 
306 
432 
300 
351 
520 
249 
117 
So4 
)60 
469 
233 
338 
483 
757 
t*69 
557 
263 
568 
225 
907 
610 
747 
335 
124 
791 
258 
638 
<'34 
739 



103 
476 
7^8 
138 
272 
351 
155 
256 
083 
404 
415 
833 
148 



Operat- 
ing 
ratio. 



(P) 



73.24 
74.67 
90.46 
86.56 
63.82 
75.57 
80.43 
58.92 
81.20 
87.00 
79.40 
70.77 
72.21 
66.29 
66.83 
73.47 
74.78 
75.67 
66.27 

101.65 
63.56 
81.55 
86.23 
65.14. 
64.52 
74.95 
68.55 
75.45 
6394 
67.60 
70.09 
69.39 
42.17 
75.21 
75.43 
47.71 
63.90 
82.94 
73.09 
58.44 
83.99 

101.21 
72.72 
60.93 
61.35 
70.47 
56.30 
60.90 

101.74 
70.08 
75.56 
60.59 
7391 
59-38 
3658 



Taxes 

assignable to 

operations. 



(q) 



7521 
74. 84 
86.69 
7980 
65.95 
66.74 
73. 12 
74.65 
51.41 
60.70 
68.40 
46.71 
54.98 



1285 

740 

664 

6,140 

15,818 

311 

271 

2,009 

1,777 

6,250 

174 

998 

3,417 

7,730 

1,180 

2,034 

643 

1,962 

10,830 

170 

2,104 

619 

216 

1,516 

801 

489 

523 

1,300 

1,048 

3,453 

365 

603 

662 

1,082 

775 

2,049 

294 

1,195 

906 

896 

978 

749 

297 

4.222 

1,058 

2,153 

802 

492 

224 

410 

867 

2,709 

541 

2,819 

62 



Net income. 



450 
360 
365 

2,665 

1,448 
654 

1,065 
441 
345 

1,201 
797 
535 

4,283 



(r) 



SI, 012 

2,475 

948 

13,880 

72,957 

5,403 

806 

6,917 

3,113 

5,476 

658 

9,753 

46,114 

28,321 

5,421 

4,528 

2,400 

5,985 

37, 171 

10,820 

1,041 
698 

11,835 
3,775 
2,356 
3,334 
0,998 

12.106 

13)077 
3,492 
3,208 

11,840 
4,384 
4,089 

20,127 

5,592 

73 

3,157 

10,791 
707 

t y m 

2,320 
52,546 
14,899 
13,810 

V, 5U9 

4,548 

1,088 
157 

5,156 
12,515 

2,364 
16,096 

1,122 



686 
3,499 
2,291 
4,656 
4,569 
6,667 
7,002 
1,840 
6,115 
1,207 
5,040 
4,900 
10,692 



Dividends 
declared. 



(«) 



$2,493 



72,957 
2,500 



7,793 
13,525 
21,000 



4,621 

2i,"i8i" 

4,528 
4,500 
2,400 
5,30$ 
35,618 



8,000 



1,500 
9,000 
3,900 
900 
1,750 
2,880 
12,000 
6,322 



1,000 
9,750 
3,200 
4,014 
12,000 
2,568 



Employ- 
ees in 
service. 



(t) 



1,800 
5,000 
3,126 
»i 10,875 
800 
30,000 
7,000 
3,000 
4,732 
2,500 
1,820 
1,101 
3,297 
6,600 
1,150 ! 
7,769 i 



1,171 
9,710 
2,340 
2,789 
3,748 
1,325 



2,000 



Casualties. 



Persons 
killed. 



00 



12 
10 

6 ) 
90 

172 
15 
11 
18 
24 

133 
19 
33 

555 

127 

19 

26 

8 

25 

214 
5 

22 
36 
14 
73 
11 
11 
8 
20 
25 
41 
11 
11 
21 
29 
18 
25 
24 
30 
15 
19 
23 
23 
10 

118 

34 

30 

31 

12 

14 

14 

27 

32 

25 

66 

19 

6 

7 

11 

10 

53 

26 

23 

37 

11 

18 

34 

11 

9 

93 



Persons 
injured. 



(▼) 



« 



(«6) 



(«6) 



(») 



<"») 



3 

18 

4 



<"■) 



(•*) 



(M5) 



1 

2 



6 
2 
1 



1 
1 
3 



»s with one other company and 

.cr company. 
}ther company. 



it Includes 4 miles owned Jointly with one other < 
" Includes 2 miles owned Jointly with one other < 
» includes 4 private line stations. 
»• Includes 15 miles owned jointly with three othi 
» Includes 31 miles owned Jointly with three oth< 
" Includes 11 miles owned jointly with one other 



i or company. 



Sold to Wyoming & Nebraska 
ir company. 



}iit and equipment leased from 

- 10 months ended Oct. 31, 1916. 

ne Co. 

property sold to Southern Bell 



2r company. 

Property sold to Lincoln Tele- 



nperty sold to Western Electric 



I er company 



vith two other companies and 

J 

•re Telephone & Telegraph Co. 

full year. 

)le. 



H6. Successor to Indianapolis 
ilis\ and New Long Distance 



>ximately 83J per cent, of com 



,«» Co. of Philadelphia, 
stations. 



222 Not incorporated. Report of individual. 
228 Represents proprietor's account. 
224 Not reported. 

m includes 1,290 private line stations. 
«• Includes $4,200 stock dividend. 
» Report for 11 months ended Dec. 31, 1916. 
«• Not incorporated. Report of partnership. 
*** Report far 4 months ended Apr. 30, 1916. Pr 
phone Co. 
288 Report of receiver. 

281 No assignment of capital to telephone operatior 

282 Results of telephone operations not segregated. 
238 Includes 10 private line stations. 

284 Furnishes toll service only. Report for 6 mont 

286 Represents toll connections furnished. 
288 Taken from 1915 report. 

287 Includes 9 miles owned jointly with one other c 
238 Includes 92 private line stations. 

238 Excludes wire in aerial and underground cables 
»• Includes 14 private line stations. 
M Report for 3 months ended Mar. 31, 1916. Prop 
Telephone <fe Telegraph Co. 
242 Includes 12 private line stations. 
*• Taken from 1915 report, 
m Not reported. 

248 Includes 43 miles owned jointly with one other 
248 Includes 163 miles owned jointly with one othe: 

247 Includes 37 private line stations. 

248 Company operates telephones, electric light, an 

249 Report for 10 months ended Dec. 31, 1916. 

288 Excludes exchange wire and wire in aerial cab! 

281 Report for 2 months ended Feb. 29, 1916. Mer 
phone Co. 

282 Includes 49 private line stations. 

268 Report for 6 months ended June 30, 1916. 
284 Report for 6 months ended Dec. 31, 1916. 

286 Not incorporated . Report of partnership . 
268 Represents proprietor's account. 

287 Incomplete data for this table. 

268 Not incorporated . Report of individual. 

209 Includes 41 private line stations. 

aco Delaware corporation. Operates exchanges i 
Lee Counties, Miss. 

*i Includes 1,059 miles owned jointly (1,011 rail* 
and 48 miles with two other companies). 

20 Includes 98 miles owned jointly with one other 

268 Includes 288 private line stations. 

294 Includes 2 private line stations. 

265 Not reported. 

288 Includes 4 private line stations. 

207 Not incorporated. Report of individual for 8 : 
Froperty sold. 
288 Represents proprietor's account. 

266 Not incorporated . Report of individual for 4 m 
278 Includes 3 miles owned jointly with one other c 

271 Taken from 1915 report. 

272 Includes 37 private line stations. 

273 Includes 237 private line stations. 

274 Not incorporated. Report of individual. 

178 Includes 50 miles owned Jointly with one other 
278 Not incorporated. Report of partnership for 
1916. Property sold. 

277 Report of receiver. 

278 Includes 36 private line stations. 

279 Includes 6 private line stations. 

*• Not incorporated. Report of partnership. 
*" Represents stock dividend. 
282 Not reported. 

288 Includes 1,371 pr^ ate line stations. 
284 Report for month of January, 1916. Absorbed 
phone Co. 

286 Property leased to Wilmington & Philadelphia 

no report. 
288 Not incorporated. Report of indi\ idual. 

287 Represents proprietor's account. 

288 Report for period Jan. 1 to Oct. 1, 1916. Properl 

phone Co. 
288 Not incorporated. Report of partnership. 
»« Report for 2 months ended Dec. 1, 1916. 



i year ended Dee. 31, 1916. 



° J h£ t '\ assigSble 
ratio. 



(Q) 



to opera- 
tions. 



(r) 



69.47 
94.48 
91.03 



$1,557,000 

182,947 

19, 105 



Net 
income. 



(») 



$13,561,830 
402,343 

8,m 



73.77 I 1,759,052 13,955,269 



69.47 | 1,557,000 



13,561,830 



91.70 
95.29 
86.50 
71.61 
86,13 
94.61 
89.96 
95.24 
82.19 
99.97 

105.06 
96.93 
78.32 
97.08 

117.30 

105.64 

10575 
98.20 

101.31 
9233 

102.54 
9135 
98.44 
9948 
92.43 
92.90 
81.46 

111.34 
97.78 
85.83 

100.98 
94.29 

117.06 
95.10 
93.92 
89.71 

101. 74 
86.34 
86.74 

103.74 



94.48 
94.95 



2,092 
1,160 
3,593 
3,610 

389 
1,703 
7,301 

250 

3,929 

65 

496 

495 

7,992 

10,646 

2,295 

6,227 

3,332 

33,964 

15 

8.097 

10.796 

3,480 

2,236 

2,418 

6,239 

3,803 

1,125 

1,335 

3,066 

10,258 

1,703 

23,765 

1,507 

2,320 

128 
4,698 
2,345 
2,220 

500 
1,354 



29,731 
4,030 

24,251 

46,780 
3,570 
2,001 

12,768 
2,307 

60,762 

m 

1,10% 

369 

70,000 

7,824 

lt,6U 
89,980 

18 ,664 
10,204 
1S7 
81.314 
18,377 
15,507 
315 

1,142 
23,594 
26,479 
13,690 
13,170 

2,182 
27,110 

2,698 
14,325 

10,415 
33,616 

3,866 
16,256 

3, $98 
22,443 

2,474 

2,722 



Dividends 
declared. 



(t) 



$5,984,567 
60,000 
21,886 



Em- 
ployees 

in 
service. 



(u) 



51,545 

11,545 

439 



6,066,453 



5,984,567 



63,529 



51,545 



60,000 



182,947 
174,955 
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? GOVERNMENT CONTROL OF THE TELEGRAPH AND TELEPHONE 

^ SYSTEMS. 



Committee on Post Offices and Post Roads, 

House of Representatives, 
Thursday ', January 23, 1919. 

The committee met at 10.30 o'clock a. m., Hon. John A. Moon 
(chairman) presiding. 

Mr. Steenekson. Mr. Elmquist has sent two or three additional 
communicaions from State commissions. I want to put them in the 
record. 

The Chairman. I have no objection if the committee has none. 

(The communications referred to are as follows:) 

Montpelier, Vt., January 22, 1919. 
Chas. E. Elmquist, 

724 Eighteenth Street, Washington, D. C: 

Vermont commissioner opposed to continued Federal operation. Desire that 
you represent us before committees. See letter. 

Vebmont Public Sebvice Commission. 



Helena, Mont., January 22, 1919. 
C. E. Elmquist, 

724 Eighteenth Street NW., Washington, D. C: 

Your wire Moon resolution. Please make appearance insisting upon prompt 
return to private control of wire systems. 

Montana Railroad Commission. 



New Mexico State Corporation Commission, 

Santa Fe, N. Mex., January 18, 1919. 
Hon. Charles E. Elmquist, 

President National Association of Railway 

and Utilities Commissioners, Washington, D. C. ' 

Dear Sib: Supplementing our telegram to you of even date, in response to 
your Western , Union night letter of the 17th instant, we desire first to confirm 
our wire, viz : 

" Our commission is opposed to Government ownership of telephones and tele- 
graphs or extending period of Government control beyond time stipulated in 
act of Congress. Therefore not in favor of Moon reslution and you are hereby 
authorized to appear before House Committee on Post Office and Post Roads 
and state our position in matter. Letter follows." 

Convinced, as we are, that the public interest can best be served by the 
operation of telegraphs and telephones under private management, with super- 
visory jurisdiction vested in the Interstate Commerce Commission as to inter- 
state rates and service and in the public utility commissions of the several 
States as to strictly intrastate matters, we are opposed to the adoption of the 
Moon resolution extending the period of Government control and possession of 
the telegraph and telephone systems of the United States and authorizing the 
Postmaster General to fix the appraised valuation of the telegraph and tele- 
phone systems. We see no necessity for continuing Government control of these 
utilities beyond the period originally stipulated by Congress, and, in fact, be- 
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lieve that they should be restored at once, without waiting for the formal 
ratification of peace treaties. 

In this connection, we indorse and adopt as our own the Hill resolution 
passed by the National Association of Railway and Utilities Commissioners 
M its recent meeting in Washington, as follows, to-wit : 

" Whereas, it is apparent that the ends sought to be attained by Federal con- 
trol of telephone and telegraph lines as a war measure have already been 
satisfied as far as is possible, and it is not perceivable that, under existing 
conditions, it is desirable that further Groyernment control be exercised peud- 
ing the return of such properties to State control ; 

" And whereas, during the short period of such control tind operation by the 
Federal Government there has been practically no Interference or change in 
the corporate organization, management or properties of said telephone and 
telegraph companies; 

"And whereas, pending the natural termination of such Federal control, the 
State commissioners are embarrassed by the assumption by the Postmaster 
General of exclusive control over rates ; therefore be it ' 

• " Resolved, That this association does respectfully recommend to the Post- 
master General that the Federal control of the telephone and telegraph lines 
cease as soon as practicble, and the military necessity therefor shall have 
ended." 

There is a great deal of dissatisfaction among the owners of small telephone 
systems under the order of the Postmaster General prescribing a standard 
scale of toll rates, effective January 21, without having first entered into a 
contract with such companies fixing the compensation of the owners of the prop- 
erties or at least notifying them of the compensation to be paid. 

We respectfully submit that in neither the resolution of Congress nor the 
proclamation of the President authorizing the taking over of the telegraph and 
telephone systems is any authority conferred upon the Postmaster General to 
prescribe rates. The resolution specifically provides " that nothing in this act 
shall be construed to amend, repeal, impair or affect the existing laws or 
powers of the States in relation to taxes or the lawful police regulations of the 
several States, except wherein such laws, powers or regulations may affect the 
transmission of Government communications or the issue of stocks and bonds 
by such system or systems." 

Our commision has not yet taken any affirmative action to challenge the 
authority of the Postmaster General on intrastate rates and service. The mat- 
ter is under consideration, however ; but In our opinion the Postmaster General 
is without authority, either express or implied, to fix rates for application intra- 
state, irrespective of whether or not the telegraph and telephone systems are 
under Federal control; and we desire' to voice our disapproval of the usurpa- 
tion of such authority by Mr. Burleson or others acting for him. 

For the reasons stated and many others, we are opposed to the Moon resolu- 
tion, and authorize you to appear before the House Committee on Post Office 
and Post Roads, to enter a formal protest against its adoptin or any action 
looking to Government ownership of telegraph and telephone systems. 
Very respectfully, 

State Corporation Commission, 
By Hugh H, Williams, 

Chairman, 

The Chairman. I have 10 or 15 more telegrams along the line of 
those that came in yesterday. Without objection, I will put them 
in the record or at least I will note the fact. Some of them are one 
way and some the other. 

Here is a letter I believe I will ask to have put in the record. It 
appeals to me very much. I will read the letter : 

Standard Undeegeound Cable Co., 
Pittsburgh, Pa., January 21, 1919. 
Hon. John A. Moon, 

Chairman Committee on Post Offices and Post Roads, 

House of Representatives, Washington, D. C. 

Mr Dear Ms. Moon 1 1 understand that there is pending before your commit- 
tee a resolution fixing a definite time for the return of the telephone and tele- 
graph companies to private ownership instead of returning them immediately 
upon declaration, of peace, as now provided by law. 



GOYBBNMEJn? CONTBOL OF TELEGRAPH AND TELEPHONE. 277 

It seems to me certain that the sudden return of these properties to private 
ownership without previous notice or opportunity for, the private owners to prepare 
for such a contingency, both as to finances and management, would be a great 
hardship upon many of them, and especially upon the so-called " independent 
telephone companies," which, as a rule, are not as well prepared to meet the 
sudden emergency that would in that way fall upon them. 

So far as the telegraph companies are concerned I can see no very good rea- 
son for retaining them under Government operation for a longer time than six 
months after the close of the war ; but as to the telephone companies, which are 
represented by many hundreds of separate corporations, having complicated in- 
terrelations as to handling of business but separate and difficult problems; of 
finance and management and readjustment to peace conditions (more especially 
the independent companies of the country), I am sure that the period of 
Government operation, after declaration of peace, should be considerably longer, 
say a total of 12 to 15 months. 

I respectfully suggest that the resolution to be adopted should contain sub- 
stantially the following provisions, namely : 

That the telegraph companies (Western Union and Postal, each of which have 
nation-wide systems and each are under their own unified and efficient organiza- 
tion) shall be restored to private ownership and operation six months after the 
declaration of peace ; and that the telephone companies of the country shall be 
returned to private ownership and operation in not less than 12 nor more than 
15 months after such declaration of peace. 

While on the one hand I believe the respective companies are entitled to this 
much definite time (equivalent to notice) after declaration of peace to get ready 
to receive back their properties; yet, on the other hand, I believe that any 
longer period would in turn impose unwarranted hardship upon them and upon 
the public, and would be most undesirable from some other points of view. 

I may add, frankly, that I |tm opposed to Government ownership, and I 
feel that the termination of Government operation should be provided for in 
such definite terms and at such comparatively early date that the question of 
Government ownership can not become an issue in the next presidential election, 
so far, at least, as these companies are concerned* in other words, I would fix 
the date so that these properties must be returned before our next presidential 
and congressional elections occur, because otherwise the question of Government 
ownership will be injected into the campaign, with the result that other and 
more vital issues will be clouded and confused, and would fail to secure the 
consideration and the clean-cut decision they ought to haye. 

The requirements to return all these properties to their private owners should 
be made positive at the date suggested and not subject to the further judgment 
of anybody. 

I trust your influence and effort will be given for the passage of a resolution 
to that ffect. 

Very truly, yours, 

Joseph W. Marsh, President/ 

Mr. Madden. A very sensible letter. 

The Chairman. Who will you have heard first this morning? 

Mr. Madden. Here is a gentleman, I understand, wants to testify, 
Mr. Chairman. 

The Chairman. You are called here by whom ? 

Mr. Small. I come on my own initiative, Mr. Chairman, princi- 
pally in advocacy of Government ownership. 

The Chairman. You just want to discuss the question of Govern- 
ment ownership? 

Mr. Small. No, sir; I want to make suggestions and outline my 
views. 

The Chairman. Where are you from ? 

Mr. Small. My legal home is Sandpoint, Idaho. My present resi- 
dence is here in Washington. I am employed in the telegraph serv- 
ice now. 

The Chairman. Who employs you? 

Mr. Small. The Postal Telegraph- Cable Co. 
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The Chairman. You are here in the interests of the Postal Tele- 
graph-Cable Co J 

Mr. Small. No, sir. 

The Chairman. Are you here in the interests of any organization? 

Mr'. Small. I might state, Mr. Chairman, on that point that I was, 
prior to 1907, international president of an organization, but I have 
not been a member of it since that time. 

Mr. Ramseyer. What organization? 

( Mr. Small. The Commercial Telegraphers' Union. I have not 
been a member of the Commercial Telegraphers' Union since 1907, 
nor have I had conversation with any of their officers. 

The Chairman. How much time do you. want for this discussion? 

Mr. Small. It would not take me a great length of time; but I 
expect considerable questioning on some of these points when they 
are brought out. 

STATEMENT OF ME. S. J. SMALL, TELEGRAPH OPERATOR, 

WASHINGTON, D. C. 

Mr. Small. Some of my statements may sound rather general y 
but I assure you they will have a point to them, bearing on the 
question of permanent Government ownership or otherwise. I dif- 
fer with my former general manager, who testified here yesterday, 
Mr. Keynolds, in many things he has stated here; and also my sense 
of square dealing is offended, because of Mr.' Burleson's — in his 
public operation of the wire systems — apparent willingness to be a 
party to Mr. Carlton's campaign against union labor. Thirdly, I 
am an advocate and a firm believer in Government ownership of 
the telegraph systems under the direct supervision of the Post- 
master General. 

The situation, as it appears to me, before this committee is that 
the Government has undertaken the supervision of the telegrapji 
systems of the country as a war measure. One of the companies, 
at least outwardly, appears to be cooperating with the Postmaster 
General, while the other refuses to obey any of his mandates. This 
situation has brought to the front the question of Government 
ownership. 

Basing my assertion on my 36 years' experience and close observa- 
tion, particularly in the matter of the secrecy of transmission, and 
particularly in the case of dealing with the efficiency of the manage- 
ment of the operating force, I state frankly, without reservation, 
that for many of us, under private ownership, our telegraph ^ sys- 
tem has been a national disgrace, and under Government supervision 
it has been a crime. I have in mind particularly cablegrams hav- 
ing to do with information on which the people of the whole world 
were waiting with breathless expectancy and trembling fear, which 
were delayed in transmission between Washington and New York 
for from 4 to 12 hours — not only once, but many times. And the 
reason of this delay is because of the Postmaster General's approval 
of the increase of wages suggested by President Carlton, of the 
Western Union Telegraph Co., resulting in the telegraphers flock- 
ing to the Western Union and leaving the Postal Co: with less 
than half the number of operators necessary to move the business 
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promptly. Gentlemen, that has occurred in Washington within the 
past three months at the most critical time of the war 3 and the one 
particular instance I have in mind is the answer of President Wil- 
son to the first German note. 

It has been stated here that the threatened strike sometime since 
had nothing to do with the Government taking over the wire system. 
It is a matter of record, however, that the War Labor Board handeli 
down an award which it was hoped would be satisfactory and which 
Mr. Carlton refused to accept, even after an earnest appeal from 
President Wilson that he do so. And notwithstanding Mr. Carlton's 
antagonism I have suggested in reference to President Wilson's ef- 
forts to bring about harmony between the employing companies and 
the operators, Mr. Burleson put Mr. Carlton in an executive position 
over both the fiscal and operating departments of the Western Union's 
competitor. 

I want to mention an instance in connection with the taking over 
of the cables. 

Mr. Black. Mr. Chairman, it looks to me like this witness is just 
making a studied attack on the Postmaster, and if he can not en- 
lighten us any more than that on this question we have under con- 
sideration, so far as I am concerned I do not care to hear it. 

Mr. Small. I do not believe there is anything further in here along 
these lines. The rest of it has a bearing 

Mr. Black. I am anxious to get enlightenment on this resolution, 
but as far as an attack on the Postmaster General's labor policies, it 
does not enlighten me a bit. 

Mr. Small. In connection with the taking over of the cables, there 
has been much criticism; but I have not seen stated any reason the 
public is satisfied with, and I want to state an instance that may pos- 
sibly explain that. In 1898 and 1899 you will remember we had the 
biggest news item come from the Yukon gold fields. Everybody was 
on tiptoe to get the news. At that time the Postal Telegraph-Cable 
Co. had the only one line from Seattle north to Onacortes, Puget Sound, 
and all of the newspapers of the country were waiting for the first 
boat from the mouth of the St. Michael Eiver. This one wire could 
not carry all of this news matter, and if it could no paper could get 
the use ot it except the Hearst papers, because they had entered Into 
an arrangement with the Postal to monopolize it. Now, then, the 
newspapers got together and chartered the best tug on the sound and 
went out 90 miles to meet this incoming steamer from St. Michaels. 
The Hearst correspondent joined in the combination and agreed not 
to file on this one wire and to wait until they got to Seattle where 
they could all file their matter for the newspapers. When they were 
passing in, and about 20 miles from Port Townsend, the Hearst cor- 
respondent went overboard and was picked up by a tug. I was work- 
ing for the Post Intelligencer at that time, and I was sending the 
Yukon story over the congested press wires when all the other corre- 
spondents representing the various newspapers reached the dock. 

Now that has a bearing on this cable situation. Here is a copy of 
the New York Herald of yesterday. At the head of the editorial 
page they carry the press mark here of the Commercial Cable Co*— 
Mackay-Bennett System. Now, if the New York Herald is closely 
related with the Commercial Cable Co., which is the largest operator 
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of cables across the Atlantic, and there is any possible chance that 
newspaper could pull off another trick like that of the Yukon story, 
why, then, the Postmaster General was, in my opinion, justified in 
taking over the cables. 

I know of no; large business in this country where there is as much 
waste and misapplied energy as in the telegraph office. One of the 
reasons for this is the absence of an apprentice system. We have 
never had an apprentice system in the telegraph business. The opera- 
tors graduate from the messenger force. They are placed in a room 
and given a written alphabet and pointed to a typewriter, and 
they ]ust go and acquire it and learn it haphazard. The result 
is they are not efficient and competent workmen; and I main- 
tain that under Government ownership and operation, when we have 
an apprentice system and trained these youngsters right, so that when 
they had had three or four years' experience, we would have com- 
petent men, they would move one-third more business than is moved 
now and move it accurately. 

As to the service rendered, past and present, I want to make this 
statement and it can be substantiated if the committee so desires. 
You can go to this Union Station down here, or to the Pennsylvania 
station in New York, or any other large terminal, as is done every 
day by thousands of people, and file a telegram announcing to your 
business associate or your family that you will be home at such and 
such a time, and I venture to say that in 50 per cent of the cases where 
the distance is a run of five or six hours by train, that you will beat 
the telegram home. I make that statement from positive and actual 
knowledge and experience, and I have no doubt there are men in this 
room who have had that experience. And there is no way to get at 
or trace this delay, or correct it, because the telegraph business is sort 
of a mystery that the general public does not understand. One of you 
gentlemen will send a wire maybe at 8 o'clock in the morning and the 
addressee is expecting it at nine, and he does not receive it until five 
in the afternoon, and he will wonder why you did not send it, and not 
knowing why. By the time you reach home you have forgotten all 
about it and there is never a complaint. 

Now, there are less than 1,000 cities in the United States with a 
population of 10,000 and upwards. In the majority of those cities 
both telegraph companies have offices, and in a very large percentage 
of them the operating force at one office could handle the business of 
both and handle it on one wire, thereby releasing operators of the 
office that is closed for service elsewhere, where they are needed, and 
releasing one or more wires for trunk-line and press service, as well 
as reducing the cost in that city by reducing the rental, salaries of 
managers and clerical help ; or, if circumstances warrant, convert one 
or both of the telegraph offices in the branch post office, and the 
branch post office being made the central telephone office, also. To 
illustrate that point, I will mention Durham, Greensboro, and 
Ealeigh, N. C. ; and Danville, Petersburg, and Lynchburg, Va. Both 
companies maintain offices there. Some of them have a manager 
and two or three clerks; both of them pay a rental varying from 
$40 to $100 per month- And yet all of the business going in or out 
of any of those cities can be bundled by one operator on each working 
shift and on one wire, and the public has to pay the extra burden. 
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The Western Union claims to have more than 20,000 offices. At 
least 10,000 of them are one-man or combination railroad and com- 
mercial offices. Now let me give you an idea of how the service is 
handled at these offices. I have here two letters. One of them is 
short and I would like to read it, and the other I would like to put 
in the record. The first one is dated New York, December 9, 1916, 
addressed to Mr. T. J. Foley, general manager Kazoo & Mississippi 
Valley Railroad, Chicago, 111. It says: 

Deae Sir: On July 20, 1914, and August 24, 1914, I wrote you in regard to 
the conduct of your station agent at Inverness, Miss. 

M We have now received on December 8 a letter from the proprietor of the 
New York Drug Concern, of 29 West Fifteenth Street, New York City, reading 
as follows:. 

" ' December 7. 
" ' Postal Telegraph Co., 

"'New York. 

" * Dear Sirs : At 10 a. m., December 4, 1016, I did deliver to your operator 
in Inverness, Miss., one telegram of 17 words to Hotel Edwards, Jackson, Miss., 
and paid 29 cents thereon, and telegram for Chalmers Motor Co,, Detroit, Mich., 
consisting of 45 words, on which I paid $2.50. 

" ' Operator was in the office at time. I asked that messages be forwarded 
immediately. Operator replied he made no commission on telegraph business, 
and expressed wish that you discontinue office, and said he had to go handle 
cotton, and would not promise when it would be sent. I returned at 10.48 a, m. 
and complained at delay. I was informed that freight and cotton had prefer- 
ence over telegraphic business. I then took up telegrams and collected the $2.89, 
and forwarded via telephone and Western Union. 

" * I am proprietor of New Ydrk Drug Concern, New York. Thinking perhaps 
this might be interesting reading matter to you is my reason for stating these 
facts. I learn that same condition exists all along "Yellow Dog" Railroad 
(Y. & M. V.). 

" ' Truly yours, 

(Signed) "'Laurence E. Cash, 

Per"' Wilson.' ", 

Now, listen to this: 

We hereby demand that you remove the station agent as Inverness, Miss., 
and substitute some one who will comply with your contract with us. Other- 
wise we may feel justified in filing a bill in equity to have the contract can- 
celed. 

Yours truly, 

(Signed) Edward Reynolds, 

Vice President and General Manager. 

This second letter is of a later date, September 28, 1917, arid it has 
to do with 23 telegrams. It is from Mr. Reynolds to the superin- 
tendent of the same railroad, which is part of the Illonois Central 
running through Mississippi. It has to do with 23 telegrams sent to 
18 different towns on the Illinois Central road, running through Mis- 
sissippi, and tells of delays of from 1 hour and 40 minutes to 15 hours 
and 55 minutes. That is an every-day occurrence. 

{The letter above referred to is as follows:) 

Railroad-Telegraph Service at Its Worst. 

New. York, September 28, 1917. 
Mr. A. B. Clift, 

General Manager Illinois Central RaiUwad Co., Chicago, III. 

Dear Sir: I desire to call your attention to the following instances of bad 
service at various stations along the lines of your railroad : 

OFFICE AT FAULT, ACKERMAN, MISS. 

Telegram dated St. Louis, Mo., September 10, 1917, to Choctaw Lumber Co„ 
Ackerman, Miss. Received at our Memphis, Tenn., office at 1.40 p. m. Your 
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Ackerman office did not respond to our Memphis office until 3.42 p. m. Two 
hours and 2 minutes' delay. Our Memphis office called Ackerman 19 times 
without response. 

OFFICE AT FAULT, CBUGER, MISS. 

Telegram dated Lake Cormorant, Miss., September 10, 1917, to J. I. Lundy, 
Cruger, Miss. Received at our Memphis office at 1.42 p. m. Your Cruger office 
did not respond to our Memphis office until 3.29 p. m. One hour and 47 minutes' 
delay. Our Memphis office called your Cruger office 14 times. 

OFFICE AT FAULT, DOPDSVILLE, HISS. 

Telegram dated Memphis, Tenn., September 19, 1917, to W. A. Kimerer, 
Doddsville, Miss. Received at our Memphis office at 12.30 p. m. Your Dodds- 
ville office did not respond to our Memphis office until 2.36 p. m. Two hours 
and six minutes delay. Our Memphis office called your Doddsville office 16 
times*. 

OFFICE AT FAULT, DREW, MISS. 

Telegram dated Ellisviile, Ark., September 10, 1917, to W. B. Burns, Drew, 
Miss. Received at our Memphis office at 12.43 p. m. Your Drew office did not 
respond to our Memphis office until 2.23 p. m. One hour and 40 minutes delay. 
Our Memphis office called your Drew office 14 times. 

OFFICE AT FAULT, HALLS, TENN. 

Telegram dated September 10, 1917, from York, Ala., to Miss T. Dyer, Halls, 
Tenn. Received at our Memphis office at 6.24 p. m., on 10th. Your Halls office 
did not respond to our Memphis office until 9.38 a. m., on September 11. Fif- 
teen hours and 14 minutes delay. Our Memphis office made 8 attempts to move 
this message on the 10th and 16 attempts were made on morning of the 11th. 

OFFICE AT FAULT, HILL HOUSE, MISS. 

Telegram dated Chicago, 111., September 13, 1917, to A. S. Weissinger, Hill 
House, Miss. Received at our Memphis office at 5.33 p. m. Your Hill House 
office did not respond to our Memphis office until 9.28 a. m. on the 14th. Fif- 
teen hours and 55 minutes delay. Our Memphis office made 9 attempts to move 
this message on the 13th and 13 attempts on the 14th. 

OFFICE AT FAULT, INVERNESS, MISS. 

Telegram dated Grenada, Miss., September 14. 1917, to George C. Baird, 
Inverness, Miss. Received at our Memphis office at 1.23 p. m. Your Inverness 
office did not respond to our Memphis office until 3.40 p. m. Two hours and 
17 minutes delay. Twelve attempts were made to move this message. 

Telegram dated Jackson, Miss., September 17, 1917, to Mr. Siddon, Inverness, 
Miss. Received at our Memphis office at 12.28 p. m. Your Inverness office did 
not respond to our Memphis office until 3.07 p. m. Two hours and 39 minutes 
delay. Seventeen attempts were made to move this message. 

OFFICE AT FAULT, ISOLA, MISS. 

Telegram dated Demopolis, Ala., September 14, 1917, to J. Lipscomb, Isola, 
Miss. Received at our Memphis office at 8.51 a. m. Your Isola office did not 
respond to our Memphis office until 2.30 p. m. Five hours and 39 minutes 
delay. Thirty-two attempts were made to move this message. 

Telegram dated Aberdeen, Miss., September 17, 1917, to R. J. Hooker, Isola, 
Miss. Received at our Memphis office at 6.15 p. m. Your Isola office did not 
respond to our. Memphis office until 9.44 a. m., September 18. Fifteen hours 
and 29 minutes delay. Thirty-one attempts were made to move this message. 

Telegram dated Wisner; La., September 17, 1917, to S. M. Haley, Isola, Miss. 
Received at our Memphis office at 12.36 p. m. Your Isola office did not respond 
to our Memphis office until 3.19 p. m. 

Telegram dated Oklahoma City, Okla., September 18, 1917, to J. C. Williams, 
Isola, Miss. Received at our Memphis office at 9 a. m. Your Isola office did 
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not respond to our Memphis office until 12.03 p. m. Three hours and three min- 
utes delay. Twenty-one attempts were made to move this message. 

OFFICE AT FAULT, LEXINGTON, MISS. 

Telegram dated Greenwood, Miss., September 12, 1917, to A. F. Pepper, Lex- 
ington, Miss. Received at our Memphis office at 6.30 p. m. on 12th. Your Lex- 
ington office did not respond to our Memphis office until 9.21 a. m. on 13th. 
Fourteen hours and 51 minutes delay. Our Memphis office made 11 attempts 
to move this message on 12th and 10 attempts on the 13th. 

OFFICE AT FAULT, LELAND, MISS. 

Telegram dated Dawson Springs, Ky., September 12, 1917, to Dr. H. D. Gay- 
den, Leland, Miss. Received at our Memphis office at 8.34 a. m. Your Leland 
office did not respond to our Memphis office until 11.46 a. m. Three hours and 
12 minutes delay. Twenty-two attempts were made to move this message. 

OFFICE AT FAULT, MERIGOLD, MISS. 

Telegram dated Los Angeles, Oal., September 10, 1917, to Ifrank Wynne, 
Merigold, Miss. Received at our Memphis office at 11.43 a. m. Your Merigold 
office did not respond to our Memphis office until 2.01 p. m. Two hours and 
18 minutes delay. Nineteen attempts were made to move this message. 

OFFICE AT FAULT, MINTER CITY, MISS. 

Telegram dated Lambert, Miss., September 12, 1917, to R. F. Sutherland, 
Minter City, Miss. Received at our Memphis office at 9.08 a. m. Your Minter 
City office did not respond to our Memphis office until 10.46 a. m. One hour 
and 38 minutes delay. Twelve attempts were made to move this message. 

OFFICE AT FAULT, MOORHEAD, MISS. 

Telegram dated Yazoo City, Miss., September 14, 1917, to Dr. Hill, Moorhead, 
Miss. Received at our Memphis office at 10 a. m. Your Moorhead office did not 
respond to our Memphis office until 11.29 a. m. One hour and 29 minutes delay. 
Nine attempts were made to move this message. 

OFFICE AT FAULT, PERCY, MISS. 

Telegram dated Cincinnati, Ohio, September 12, 1917, to Triangle Lumber Co., 
Percy, Miss. Received at our Memphis office at 9.14 a. m. Your Percy office 
did not respond to our Memphis office until 11.53 a. m. Two hours and 39 min- 
utes delay. Thirteen attempts were made to move, this message. 

OFFICE AT FAULT, SHAW, MISS. 

Telegram dated Joliet, 111., September 19, 1917, to J. C. Walker, Shaw, Miss. 
Received at our Memphis office at 1.46 p. m. Your Shaw office did not respond 
to our Memphis office until 3.44 p. m. One hour and 58 minutes delay. Twelve 
attempts were made to move this message. 

OFFICE AT FAULT, SUNFLOWER, MISS. 

Telegram dated Kentwood, La., September 10, 1917, to Svc. (very important), 
Sunflower, Miss. Received at our Memphis office at 7.09 p. m. Your Sunflower 
office did not respond to our Memphis office until 10.40 a. m., September 11. 
Fifteen hours and 31 minutes delay. Our Memphis office made 4 attempts to 
move this message on the 10th and 27 attempts were made on the morning of 
September 11. 

Telegram dated Memphis, Tenn., September 11, 1917, to T. H. Telfair, Sun- 
flower, Miss. Received at our Memphis office at 12.43 p. m. Your Sunflower 
office did not respond to our Memphis office until 2.24 p. m: One hour and 41 
minutes delay. Our Memphis office called your Sunflower office 11 times. 
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OFFICE AT FAULT, TUNIC, MASS. 



Telegram dated Memphis, Tenn., September 12, 1917, to W. R. Sigler, Tunic, 
Miss. Received at our Memphis office at 9 a. m. Your Tunic office did not 
reBpond to our Memphis until 11.12 a. m. Two hours and 12 minutes delay. 
Twelve attempts were made by our Memphis office to move this message. 

OFFICE AT FAULT, VALLEY PABK, MISS. 

Telegram dated Belzoni, Miss., September 12, 1917, to Mrs. L. L. Caldwell, 
Valley Park, Miss. Received at our Memphis office at 7.05 a. m. Your Valley 
Park office did not respond to our Memphis office until 10.12 a. m. Three hours 
and 7 minutes delay. Our Memphis office called your Valley Park office 14 times. 
Inasmuch as the public have a very decided interest in the character of 
telegraph service given, I am sending a copy of this letter to the Railroad Com- 
mission of Tennessee and the Mississippi Railroad Commission for such action 
as they may deem best. 
Very truly, yours, 

(Signed) Edward Reynolds, 

Vice President and General Manager. 

If the Western Union have 20,000 offices or, more, and it was stated 
here yesterday that they have but 2,000 or thereabouts of the larger 
offices, then we have 15,000 or more Western Union offices that come 
under that class — 15,000 telegraph offices in this country where when 
you go to file a telegram, if you are wise to the conditions, you are 
fairly well satisfied that you might as well mail it. 

Mr. Black. I do not agree with you on that. There is no such 
proportion as that at all. 

Mr. Small. Here is the statement of facts. The wire systems of 
this country under Government ownership would mean a tremen- 
dous saving to the people, a source of profit to the Government, and 
an efficient service ; and it would permit a gradual reduction of tolls. 
It is safe to assume that 60 per cent of the telegrams filed for trans- 
mission at the present time are of a class that will stand for, we will 
say, three hours delay without any real harm. Therefore, under 
Government ownership or private ownership, for that matter, we 
could divide this service into three classes. The first class would be 
special delivery and require a special-delivery fee and would be de- 
livered immediately upon receipt at destination. The second class, or 
what is now termed " day letters," would be delivered with the first 
delivery out of the post office, and the third class, which is the night 
messages, and in which code words are permitted, would also, like 
the day letters, be delivered by mail, but carry a different rate. In 
order to guarantee prompt delivery with the telegraph and the post 
office combined, it would perhaps be necessary to increase the num- 
ber of mail deliveries during the business hours, and by doing that 
it would not greatly increase the operating expenses of the Post 
Office Department, because the revenue from the telegraph business 
would meet that; but it would give us just as prompt delivery serv- 
ice of the telegrams as we are getting now; and it would give us a 
better delivery service under this special-delivery stamp on preferred 
telegrams and better service by 75 per cent then we are getting now. 
We should be handling at least one-third of the mail carried by the 
Post Office Department now over these wires, and we would be han- 
dling that business if the telegraph managers, in the past, had been 
a little more alive to the needs of the business interests of the country 
and less penurious in the matter of up-to-date equipment. 
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Mr. Lamar referred here yesterday to the 5, 10, and 15 per cent 
increase, and also referred to the $200 salary. There is no such thing 
as the $200 salary to the telegraph operators, nor is there anything 
in the country above $147.50. This last-announced increase was 5 
and 10 per cent. Mr. Burleson claims, under the January 1 award, 
the increase amounts to approximately $3,000,000, Now, that an- 
nounced increase has not been paid by the Pbstal Telegraph Co., and 
I want to tell you gentlemen that the Postal employees are praying 
that they will not pay it, for they are to lose time and a half for 
overtime if they do get it. In the month of December > taking the 
figures from my time, if I had been working und^r this January 1 
award, I would have received 5 per cent increase, having been in the 
employ of the company six months and over. In the; month of De- 
cember I worked 203 hours overtime. My regular rate is $110 per 
month. My overtime rate at the regular nfionthly rating is 60 cents 
per hour. Figuring it at the time and a half rating, it ife 90 cents 
per hour. Under the Burleson Award, I would have received $5.50 
a month increase on my regular rating and would have lost $60.90 
in overtime. Now, I^cfrn not see any increase there, and I am glad 
I did not get it. * 

Speaking of this increase, I want to say just a word — that you may 
grant all the increases in the world, makp them a thousand dollars a 
month if you want to, and put these properties back with the private 
owners, and under the sliding scale they have been operating for 35 
or 40 years, in 12 months they will have taken every cent of it away 
from the operators, and they will do it without your seeing it. 
If I was not limited as to time, I would like to elaborate on that 
sliding scale. 

Another thing, I hope this committee will keep in mind when they 
are considering this bill along these lines is that when you reach 
real peace and reconstruction has been completed, that the western 
end of this continent is going to experience the greatest boom that 
we have had in a century. West of St. Paul and across the line to 
Winnepeg, down the Pacific coast, and through the Panama Canal, 
we are not only going to move immense quantities of freight but 
thousands of passengers and immigrants building up that part of the 
country out there, and we will want a telegraph system if we are 
going to keep up with the pace of other businesses; and private own- 
ers do not build new lines until the business is already in sight and 
the business is clamoring for it. There is an illustration of that in 
the case of the prize fights down in Reno. They went in there and 
built hundreds of miles of lines in order to satisfy the sporting 
fraternity and get what revenue there was. And I have in mind, 
another case between Portland and Astoria, Oreg., where they did 
not build a new line for the benefit of the business men in Astoria 
until there was business enough there for three lines. In fact, the 
business men of Astoria and Portland, Oreg., were continually after 
the Western Union for 12 years before they got an additional line. 
And that will apply all over the country under private ownership. 

Another point I want to emphasize is that the telegraph office, .gen- 
tlemen, is a neutral avenue to the highest possible commercial educa- 
tion. A man in a telegraph office, handling all these telegrams, has 
to absorb all the different angles of commercialism, politics, religion, 
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and everything. He can not get away from it. But without an 
apprentice system, without officers at the head of the private cor- 
porations who will at least take part of an interest in these young 
people, a little interest the same as a parent would, and adopt dis- 
cipline that will force those youngsters to benefit by what they are 
handling or what they have an opportunity to learn, they sacrifice 
everything to speed, speed, speed — move the business over the wire. 
They are instructed, gentlemen, even to leave out punctuation ; they 
are forbidden to capitalize. In other words, when they come out of 
high school and go into a telegraph office they are told to forget 
what they have learned in school. That is practically what it means. 

What I would like to emphasize is this, gentlemen : I want to re- 
peat I have been telegraphing since I was 15 years old, and I want 
to emphasize in your consideration of a bill for Government owner- 
ship that it is my judgment — and I have considered it night and 
day — that there is no more important thing in this country that can 
be done than to take these telegraphs over and operate them under 
Government ownership, and nowhere else but in the Post Office De- 
partment. They dovetail into one another .just as snugly and as 
necessarily as those two doors close together. • You can not separate 
them. But work them together with a good system of delivery and 
efficient officers, officials, all down the line, with an apprentice sys- 
tem to train these people from the beginning up, and we will have 
a wire system that could not be equaled in the world. 

Mr. Eamseyer. Does your scheme of what you advocate include 
the ownership of the telephones and cables also? 

Mr. Small. No, sir. 

Mr. Eamseyer. Or just the telegraph? 
• Mr. Small. Just the telegraph. 

Mr. Eamseyer. Why do you differentiate between the telephone 
and the telegraph ? 

Mr. Small. Between the telephone and telegraph I differentiate 
in this way: The telephone is essentially an intrastate proposition. 
When you get beyond a distance — I will put it at 300 miles; I do 
not know that that is correct — your service is not satisfactory. You 
will call up your party and talk to them and you get part of what 
they say, and they get part of what you say, and you will walk right 
over to the telegraph office and send a telegram saying " Confirming 
our conversation so and so." Now, I know that from nandling these 
telegrams. When you get beyond a certain distance on the telephone 
it becomes a luxury ; they are not nonessential, but of no particular 
commercial value. That is my judgment of the telephone. And 
where you are within a State, as gentlemen have testified here, and 
you have so many rural lines or farm lines, why I believe that the 
people within that State can manage that thing better than the Fed- 
eral Government or without any harm. 

Mr. Eamseyer. You want the telegraphs handled on the same 
principle the mail is handled and to extend the service of the tele- 
graph wherever the Post Office Department might reasonably antici- 
pate it will be needed. In fact, they ought to anticipate business 
instead of following business? 

Mr. Small. In other words, when the business men of a com- 
munity can show they are entitled to telegraph service, if they can 
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come to the Postmaster General with a reasonable proposition, they 
will get it ; if they go to a private owner, the private owner will get 
his books out and figure up the profit and loss, and they won't get 
it. At least, that has been the experience for years. 

Mr. Black. Mr. Small, have you ever made any comparison as 
to the comparative mileage of the telegraph lines of the United 
States with that of other countries? 

Mr. Small. No ; I have not got it in mind. I have seen the com- 
parison published. 

Mr. Black. Isn't it true, as a general rule, *we have a larger tele- 

S:aph mileage in this country than even European countries with 
overnment ownership? 

Mr. Small. I believe that is unquestionably true. And I would 
not be surprised if our mileage exceeded several European countries 
combined. 

Mr. Black. I mean, comparatively speaking? 

Mr. Small. I believe, comparatively speaking, we do. 

Mr. Black. As I understand, your theory is that by Government 
ownership of the telegraph and telephone lines and thereby monopo- 
lizing them under the Government, that by means of this consolida- 
tion some men who are now in the telegraph business — I mean work- 
ing as operators — would lose their positions on account of the lack of 
any need for them and would thereby be permitted to go into other 
callings where probably they are more needed? 

Mr. Small. No; I do not mean that. 

Mr. Black. Then I misunderstood you ; I understood that was one 
of the arguments you made for Government ownership. 
' Mr. Small* There would be no surplus of operators. 

Mr. Black. Then on that point, as a matter of fact, the consolida- 
tion would not result in a lowering of the aggregate number of 
employees ? 

Mr. Small. Oh, yes; it would lower the aggregate number of 
employees. I thought your question 

Mr. Black. That was the point I was bringing out. 

Mr. Small. I thought you meant it would throw a lot of operators 
out of employment. No ; but it will lessen the aggregate number of 
employees. 

Mr. Black. What will become of them ? 

Mr. Small. They will still work in this business, for the reason 
that we need 30 to 40 per cent more operators now to fill the positions. 

Mr. Black. Then your theory is when you make the consolidation 
you could probably put them elsewhere where they do not now have a 
proper service? 

Mr. Small. They would remain right in the position they are now, 
but would not be required to work so much overtime. I worked 208 
hours overtime in the month of December; and there are 50 and 60 
per cent of all the operators in this country who are working from, I 
will put it, 40 to 100 hours overtime every month. 

Mr. Black. What pay do you get per hour fdr overtime? 

Mr. Small. At present, we are getting time and a half, which on 
my rating would amount to 90 cents. 

Mr. Black. 90 cents an hour? 

Mr. Small. Yes. 
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Mr. Black. As a matter of fact, don't you really like to have that 
overtime} 

Mr. Small. No, sir. Taking a selfish and mercenary view of it, a 
man does like to have it. 

Mr. Black. I say, looking at it from your standpoint, yon like to 
have it? * 

Mr. Black. No, sir; for the reason if you keep it up long enough, 
there is only one end, and that is a wrecked constitution. 

Mr. Black. What is your standard-hour day ? 

Mr. Small. The standard hour day of the Western Union is nine 
hours ; of the Postal, eight hours, seven and a half, and seven.. 

Mr. Black. And what is your average overtime a day, Mr. Small ? 

Mr. Small. Well, it is aSout & hours week days and 13 to 14 on 
Sundays. 

Mr. Black. You mean by that six hours a day or six hours during 
the week? 

Mr. Small, Six hours each day. 

Mr. Black. Making 14 hours you work ? 

Mr. Small. Sixteen hours week days and 14 hours on Sunday. 

Mr. Black. Then, that would be eight hours overtime at 90 cents? 

Mr. Small. No; six hours overtime. 

Mr^ Black. At 90 cents, which would be $5.40 a day overtime? 

Mr. Small, Yes. 

Mr. Black. Is there any requirement that you do that, or do you 
do it of your own choice ? 

Mr. Small. It is not compulsory with the Postal ; with the West- 
ern Union it is compulsory. 

Mr. Black. How much compulsory overtime would they require 
you to work, Mr. Small ? 

Mr. Small. Until they are through with you. 

Mr. Black. In practice, how much is it to the average man — do 
you know ? 

Mr. Small. It varies with the condition of business. Right at the 
present time it would not amount to so much; but just a month or so 
ago it would amount to five hours a day, I would say, as the average. 

Mr. Black. And the Postal does not require it, but the Western 
Union does? 

Mr. Small. The Postal are more considerate in that matter. The 
Western Union is fierce. I know of one case on the Western Union, 
of a man in Spokane, Wash. I was working there and saw it. The 
man went to work at 11 o'clock in the morning and worked through 
the shift of his day chief ; started in with the night chief and along 
about 7 o'clock asked permission to go out and get lunch, and he was 
denied. He worked all through the night chief's shift, and after the 
next chief came cm he asked for an hour to go out and eat,, and was 
denied. And he said, "I have been working from 11 o ? clock in the 
morning, and I am going to go out and get some lunch." And he 
was told if he did he would be discharged. He went out and got 
his lunch, and the next morning he was discharged. 

Mr. Black. Do you not think that matter of working excessive 
overtime could be easily corrected by law, such as the hours-of -service 
law we have applying to railroad employees? 

Mr. Small. No, sir ; not with the telegraph companies. 
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Mr. Black. Why not ? 

Mr. Small. Because the lawmakers and the lay public do not un- 
derstand the telegraph, and they can not understand it unless they 
devote years of time to learning every angle of it. 

Mr. Black. I am not disputing about the technical aspect ; but if 
the matter of overtime should get to that point where it would result 
in serious injustice to the employees, could not Congress, in the exer- 
cise of its legislative power, pass a law that no employee should be 
permitted to work excessive hours, such as we have passed in the rail- 
road hours-of-service law ? 

Mr. Small. Why, they can pass that kind of a law and the law can 
be enforced. But now you refer to the railroad law ; that law is not 
satisfactory to the railroad men, nor is it reasonable. 

Mr. Ayres. It permits overtime just the same. 

Mr. Black. I think the employees themselves would object to a 
law which prohibited overtime, xou would object to any law which 
prohibited overtime, wouldn't you! 

Mr. Small. No, sir. For the good of the human race I would for- 
bid a minute's overtime. 

Mr. Black. I happen to know the railroad employees objected to 
the Adamson law — I mean the second Adamson law — because they 
sent me a memorial that that limited the railroad employees strictly 
to eight hours a day, and they protested against the adoption of that 
law that would hold them down exactly to eight hours. They said 
they wanted to work reasonable overtime at overtime pay. 

Mr. Small. I agree with you there. But also you must understand 
in the State of Washington where the railroad men voted down an 
8-hour law. 

Mr. Black. I happen to have that in mind, because I received a 
memorial protesting against it. 

Mr. Small. But that does not make it right. 

Mr. Black. I just want to get your viewpoint as an organized labor 
man on that proposition. 

Mr. Small. I am free to concede their side; but what I am in- 
terested in is reasonable hours and no compulsory overtime, and get 
rid of these excessive hours. Under this railroad act you speak of— 
under the 16-hour law — the railroad will start a crew out and tie 
them up for a rest at any point and they have to lay down and sleep 
right where they are ; and at the end of eight hours, allowing nothing 
for meals or other purposes, they are called on duty again. Now, 
that is not reasonable, you know ; it don't give the men proper rest. 

Mr. Black. I do not mean to say that the existing 16-hour propo- 
sition in the hours of service law is reasonable, because I* am not 
undertaking to pass on that; but such a law as that could be passed 
reaching the situation that you mention? 

Mr. Small. My experience is it would not work out satisfactorily. 
You held an investigation under this telegraph case a year or so 
ago, and went to all the largest cities in the country, and there were 
some matters presented there that are positively disgraceful to the 
American people. Has there ever been anything done about it ? 

Mr. Black. Do you not admit that the railroad employees them- 
selves claim they could not work on a straight 8-hour day ? 

100392— 19— pt 8 2 



290 GOVERNMENT CONTROL OF TELEGRAPH AND TELEPHONE. 

Mr. Small. I am speaking of the commercial telegraphers, now, 
in this investigation I am speaking of. 

Mr. Black. Do you think they would be willing to have a law that 
would confine them to strictly eight hours and not permit overtime 
at time-and-a half? Dou you think they want a law of that kind ? 

Mr. Small. No ; I do not think so. To express an honest opinion, 
I do not think that would be right, because business must be handled 
and that would prohibit the Government from carrying out its obli- 
gation. 

Mr. Black. I had rather gathered from your testimony that you 
favored a straight eight-hour day, with no sort of elasticity? 

Mr. Small. Oh, no. 

Mr. Ramseyer. You did express it as your opinion that for the 
good of the human race it would be a good thing. 

Mr. Small. I want it to be understood the reason I am working 
these long hours now is because of the shortage of operators and the 
necessity for moving the business. 

Mr. Black. I think we all agree there should not be excessive 
hours. 

Mr. Small. That is why I say those cablegrams exchanged be- 
tween a representative of a foreign Government and Washington 
are delayed 10 to 15 hours between here and New York. It is ab- 
solutely wrong, sir. But under private ownership you can not cor- 
rect it; you can not get at it; unless somebody on the inside who 
knows these things and who can point out to you where you can 
find them comes here and points out these things and where to get 
at it, it is never heard of. 

Mr. Ramseyer. At the time you speak of, of the first exchange 
of notes between President Wilson and Prince Max, the wires were 
then in the absolute control of the Federal Government? 

Mr. Small. Yes. 

Mr. Ramseyer. You say you can not correct that except under 
Government ownership ? 

Mr. Small. I can give you the reason for that. The chairman 
and others think I came here to criticize Mr. Burleson. I do not 
want to criticize Mr. Burleson, but where he is wrong, I want to 
say so. 

Mr. Black. So much of your opening statement was devoted to 
that line I really gathered the idea that was the purpose of your 
testimony, but I do not wish to press that. 

Mr. Small. Now that the wires were under Government control, 
that is true; but you can not run these operating rooms here in 
Washington or in the other cities from the Postmaster General's 
Office; nor can you supervise the operation through subordinates 
who know nothing about the telegraph business. There is an in- 
stance here right after the Government took supervision, when they 
sent a Signal Corps man in uniform, who is supposed to be an 
operator, around to these several departments to look them over and 
see how they were getting along and where improvements could be 
made, and the man could not even sit down to a wire and take a 
message and didn't begin to know as much about telegraphy as a 
junior operator knows m the office. 

Mr. Ramseyer. Then your criticism about Mr. Burleson is he did 
not know anything about the business? 
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Mr. Small. He did not know anything about the business, and 
Carlton does not know. He knows about the financial end of it, but 
that does not get the public and telegraph service. 

The Chairman. Mr. Small, you are in the practical work of the 
Postal Co., I understand? 

Mr. Small. Yes, sir ; under an assumed name. 

The Chairman. Not under your own name? 

Mr. Small. No, sir ; although they all know what my right name is. 

The Chairman. You know about the operation of that office here 
in the city, do you ? 

Mr. Small. Yes, sir. 

The Chairman. Did I understand you a while ago to say that 
Government messages were delayed 8 or 10 hours in that office? 

Mr. Small. Yes ; from 4 to 10 and 12 hours. 

The Chairman. Did you hear the statement Mr. Reynolds made? 

Mr. Small. I did ; yes, sir. 

The Chairman. Was he correct about it ? 

Mr. Small. No, sir. But on that point I pointed out in my answer 
to the question a minute ago, these general managers, and even 
though Mr. Reynolds is an operator, they do not know what is going 
on in these offices. He was honest when he made that statement that 
he travels from point to point and looks things over ; but he don't * 
see theni. 

, The Chairman. I understand you to say — correct me if I am 
wrong about it — that if this telegraph system was unified under one 
central controlling power, like the Government of the United States, 
and properly run under that system, that it would be a more efficient 
system and save money to the public as well as to the Government? 

Mr. Small. It would be more efficient, Mr. Chairman; it would 
be more than that, it would be something we could be proud of. It 
would save money for the Government and the business would un- 
doubtedly move promptly, provided the apprentice system is adopted. 
It would not start off smoothly the first month nor the first six 
months ; but at the end of three years 

The Chairman. Your idea is ultimately it would become the best 
service we could have ? 

Mr. Small. The best service in the world. 

The Chairman. It was not expected, was it, or could not be ex- 
pected reasonably, from your technical knowledge and experience in 
these matters, that when the Government itself took over the tele- 
graph wires, it could carry on possibly any better system (with the 
connection it still had with the old companies and the many com- 
plexities) than it was before? 

Mr. Small. It could not be expected, Mr. Chairman — here is where 
the injury comes, that there was antagonism from the private owners 
to the taking over of the telegraphs. The Government, when it took 
them over, put them under the Postmaster General's supervision and 
he does not extend that supervision outside of the walls of the 
Post Office Department and the executive offices of the two telegraph 
companies ; and under these conditions, how are you going to get im- 
proved service, with antagonism right in the start? 

The Chairman. Your criticism is of the manner of operation? 

Mr. Small. The manner of operation. 
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The Chairman. Now, let me assume this case and see what your 
judgment is on that — you seem to be a practical telegraph man: 
Say that the Government of the United States takes over these tele- 
graph companies for the purpose of operation, in aid of the postal 
system, which it claims it has the right to do, and they are placed 
under an experienced and proper head for administration, could you 
reduce the number of offices and the expenses of operation, and have 
a complete and perfect system that would be of less cost to the people 
ultimately and to the Government than you can now have under the 
competitive system between these lines? 

Mr. Small. We certainly could. We could not only close all 
competitive offices, but we could afford to open offices in smaller 
communities. And here is something we would avoid: Another 
thing we would avoid in consolidation under Government owner- 
ship—Mr. Reynolds made the statement yesterday .that their lines 
go right through villages where the Western Union have an office. 
And the reason he gave for going through those villages was that 
there was not enough business there to justify them in opening an 
office. Now, then, in other cities throughout the country, when peo- 
ple go to send a telegram, they will walk into a Postal office, know- 
ing that there is an office at this particular town, that the Postal 
goes right through, and they will nle a telegram for that point and 
the clerk, either because of carelessness or inexperience, accepts that 
telegram. It will start from the Pacific coast, all through relay 
points and gets down to some little point, directly, in Virginia — to 
this relay point — and it is discovered that there is no office there. 
The Postal Co. will have that service back and then it will have 
to transfer to the Western Union. And that is being done thousands 
of times every day. Where is there any general benefit to the public 
under a system of that kind? 

The Chairman. That destroys efficiency and delays communi- 
cation? 

Mr. Small. It certainly does. And you take these letters, which 
I submitted here, 21 of them on one division of a railroad, where 
they are delayed from 1 hour and 40 minutes to 15 hours and 55 
minutes, because the operator was busy loading cotton. On the 
Western Union, perhaps, in the Pueblo Valley, in the State of Wash- 
ington, he is loading fruit, and when you get up in the border 
country of Montana, he is loading apples. 

Mr. Ramseyer. That is a very interesting point you make there. 
It is the business, though, of the Postal operator, if he takes a tele^ 
gram, first to see whether there is an office? 

Mr. Small. To be sure. 

Mr. Ramseyer. But you sav manv of them do not do that? 

Mr. Small. On that point, that occurs in large offices, and the 
reason for that is where I speak of general inefficiency, it starts right 
at the counter right at the front office. A telegram is filed at the 
front office and moves upstairs to the operating room for them to 
put over the wire, we will say, from Washington to Chicago, and 
that is a copper wire and about 600 miles in length. You have to 
consider the value of your plant, the instruments and the wire, and 
the four men, two at each end, working on it. Now, if you have 
inefficiency at the front counter and then you send up a batch of stuff 
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that is not readable, which is happening every day on both wires, 
"when it gets to the wire it chokes the plant where your money is 
invested. 

Mr. Madden. Do you think that would be improved, that they 
would not send messages up to the operating room that were un- 
readable if it was under Government supervision? 

Mr. Small. It certainly would be improved if it was under Goy«- 
ernment supervision. 

Mr, Madden. How can you say that ? » 

Mr. Small. I can convince you 

Mr. Madden. Do you mean to say that the men working in the 
post office are more efficient than the men working anywhere else ? : 

Mr. Small, No, sir; but I mean to say this, that you or I a^ 
counter clerks, it is our duty when we take up the telegrams fr6m 
customers to re^id them so as to know what they are ; if we can not 
read them it is foolish for us to put them in the tube and chute them 
upstairs five or ten flights to those who have never seen them and 
have never seen the customers and who can not read them. 

Mr. Madden. Will you guarantee the post office clerks can . de- 
cipher them? ' 

Mr. Small. I won't guarantee the post office clerks can decipher 
them, but I will guarantee this : Under competition you are seeking 
business, and a gentleman who can not write plainly comes in with a 
telegram and gives it to you, and out of courtesy you are going io 
try to translate it and not offend him by asking what this word* is 
and what that word is, and so on ; because if you do you offend him 
and he will go somewhere else. 

Mr. Madden. And you think you can offend him if you are work- 
ing for the Government with safety ? 

Mr. Small. No, sir. He will either leave your office offended now 
or take it to the Western Union; but' if you have just one system, if 
you consolidate the two companies and put them under Government 
ownership, you put that company in a position to demand that they 
get legible copy, is not that right ? 

Mr. Madden. I do not know whether it is right or not ; but it would 
be wise. 

Mr. Small. It certainly would be wise; and even if you can riot 
get legible copy, when it gets to the wire it should be readable, so as 
not to stop the wire. 

Mr. Madden. I agree with you. 

Mr. Small. That is not the case now. 

Mr. Madden. I think, Mr. Small, you have stated that when the 
war is over and peace is resumed that we would have an era of the 
greatest prosperity in the West that we have ever had ? 

Mr. Small. Yes. 

Mr. Madden. And that immigration would be so intense? 

Mr. Small. Not so strong as that. 

Mr. Madden. Well, whatever it is ; I am not using your language 
because I do not pretend to remember, but you said that necessity 
would develop for a greater efficiency in the telegraph service. Now, 
how do you reconcile the boom in immigration as the necessity, as 
resulting in a business necessity, with the recommendation from Mr. 
Morrison, secretary of the American Federation of Labor, to the 
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effect that legislation be effected prohibiting immigration for the % 
next four years ? 

Mr. Small. I do not have in mind particularly immigration from 
foreign countries ; I had in mind a movement of our own people west- 
ward. 

Mr. Holland. I want to see if I understood you correctly. I un- 
derstood you to say that so far as the telephone companies are con- 
cerned they ought to be returned to private ownership 

Mr. Small. I do not know whether I said it that plainly. I said 
that I do not claim to be thoroughly conversant in telephone matters, 
*but my experience has shown me that the great bulk of the telephone 
business is either within the State or but a short distance over the 
border. 

• Mr. Holland. Being within the State, or being intrastate business, 
your judgment is that it can be conducted just as well under private 
ownership as under Government ownership? 

Mr. Small. I believe it would be conducted better for the reason 
We have so many community lines, as has been stated here, connected 
up with these exchanges. 

Mr. Holland. It is your judgment there is no necessity for an ex- 
tension of Government control over the telephone lines ? 

Mr. Small. No; along the lines — do I understand your question 
to mean that I am not in favor of Government ownership of tele- 
phones, or supervision? 

Mr. Holland. As I understand it, you are in favor of general 
Government ownership of all public utilities ; am I right ? 

Mr. Small. No, sir. 

Mr. Holland. What utilities would you exclude? 

Mr. Small. Well, I won't enumerate them, but I would not go 
further in the telephone proposition than I did in answer to this 
gentleman's [Mr. Ramseyer] question. 

Mr. Holland. How far would you go? 

Mr. Small. Oh, I would go on the railroad question of Govern- 
ment ownership; I would say 

Mr. Holland. I would rather you w T ould confine yourself to tele- 
phone ownership, because that is the question under consideration — 
telephone and telegraphs. 

Mr. Small. You just asked me as to general utilities. 

Mr. Holland. All right ; go ahead, I did. But I would suggest 
that you limit it to these two things. 

Mr. Small. I just want to state one idea I have carried in mind 
for years on the Government ownership of railroads ? 

Mr. Holland. Limit it, if ^ou please, to telephone and telegraphs. 

Mr. Small. Let me get this idea before you folks, because it may 
do some good. In the consideration of the Government ownership of 
railroads, and keeping in mind all of the strife we have had with 
rates, the Spokane rate question, and so forth and so on, back haul 
and all that, the hauling of loads west and empties east, which we 
have to contend with now, here is this one idea I want to convey to 
you gentlemen : If we had a mileage rate — a mileage classification 
rate on freight throughout the entire country — it would simplify 
matters; it would immediately stop the concentration of population 
in the large centers, or gradually stop it, and it would develop all of 
its numerous centers to manufacturing. 
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Mr. Holland. Now, apply it to the telephone and telegraph. 

Mr. Small. I answereu your question on the telephone. My an- 
swer to this gentleman's [Mr. Ramseyer] question is my answer to 
you. 

Mr. Holland. Then you would not extend Government control to 
the telephone lines? 

Mr. Small. No, sir. 

The Chairman. What do you mean by Government control; d<> 
you mean that you think the Government ought right now to turn 
over the telephone lines, without any preparation, to the companies? 

Mr. Small. No, sir. I do not have that in mind. I believe that the 
Government, now that they have taken supervision of the telephones, 
should consider it very carefully and turn them back in good shape 
when the proper time comes. 

The Chairman. You think they ought to give a reasonable time 
for the return of them, and not to turn them back abruptly? 

Mr. Small. Not to turn them back haphazard. 

Mr. Holland. Why? 

Mr. Small. Because the Government has had charge of them for a 
certain length of time now ; and we do not know what they have done 
that might upset their plans in the smooth running of the Govern- 
ment business. 

Mr. Holland. Isn't it true the longer the Government retains con* 
trol of them, the worse the complications might be ? 

Mr. Small. That might be true ; but that would not be a justifica- 
tion for throwing them back on a moment's notice. 

Mr. Holland. Then at the expiration of the further period, there 
would be still more difficulty in returning them to private ownership, 
wouldn't there ? Of course, that is a matter of argument, and I will 
withdraw that question. 

The Chairman. What has your experience in connection with 
these matters been ? Wouldn't it be better for the Government, hav- 
ing already had control of them, arid some of the companies desiring 
that the control be retained and some not — wouldn't it be to the best 
interests, not only of the companies but of the public and of the serv- 
ice, that a definite time be fixed when they are to be returned to the 
owners, to the end that the proper preparations may be made, and 
that the business managements of the companies can take them back 
and operate them as they once did ? 

Mr. Small. Do you include telephones in that? 

The Chairman. I am speaking of the telephone companies now. 

Mr. Small. Well, Mr. Chairman, I do not care to go into a detailed 
expression of view on that. 

Mr. Madden. The witness has already answered that question. 

Mr. Small. I would not care to express an expert opinion on that. 
I have stated already as much as I really know. 

Mr: Holland. I have another question or two. You stated just 
now that -under Government operation the number of employees 
could be reduced. I understand you base that conclusion upon the 
fact that that could be done, provided the administrative, as well as 
the operating, force were practical and experienced telegraph men? 

Mr. Small. No, sir. 

Mr. Holland. I did not so understand you? 
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• . * • 

Mr. Small. I will give you an illustration of how it can be done in 
the laTger centers at present. We will take two Washington offices 
here, the Western Union and the Postal; they have both, we will 
say, one wire to the cable office in New York. It depends on the 
volume of business filed how heavy a load will be carried on that 
line. Now both companies have to keep that wire manned 24 hours 
a day, and if the public goes down to the Western Union and files 
the bulk of their business, or, vice versa, with the Postal, one of those 
lines and one of those crews is going to be idle two-thirds of the time 
waiting for material. If you have it under one system, in private 
ownership, it would bring on a revolution among the operators if 
you have to consolidate the two private companies ; but under Gov- 
ernment ownership all of this business will go over the one route 
and your surplus men are not called on ; there is nobody remaining 
idle because you* know just what volume of business you have to 
move. 

Mr. Holland. Let me ask you one further question and then I will 
stop* Can you name a single instance in which the Government has 
ever, conducted any business with a fewer number of employees than 
the private individual ? 

Mr. Small. No j sir ; and I hope I will never live to see the day that 
I can. I will tell you why : We had a witness testify here yesterday 
against Government ownership, and the strongest argument he put 
up was that when a private owner boss stands over your head with 
a club he can get the work out of you. Do you remember that? 

Mr. Holland. Then, aren't you rather inconsistent in stating 
that the number of employees' can be reduced by reason of Govern- 
ment control? 

Mr. Small. Why, no ; not in the telegraph service. Is there any 
other member of the committee that does not understand that point? 

Mr. Eamseyer. I think I understand your attitude on it. 

Mr.* Small. But do you see the clerks, that one of them would be 
reduced? You take in your own State, the cities of Lynchburg and 
Roanoke, there are not over 150 to 200 messages each day, and yet 
those offices must be kept open from 8 o'clock in the morning until 
10 at night. 

Mr. Eamseyer. I think I see it, and I think Mr. Holland does, too. 

Mr. Holland. What is that? 

Mr. Eamseyer. He was just explaining about where there would 
be a reduction in the number of employees in Lynchburg and Eoa- 
noke, that the offices there are duplicated. 

Mr. Lamar. Do I understand you to say that you heard Mr. Bey- 
nolds testify yesterday? 

Mr. Small: Yes. 

Mr. Lamar. Do you remember that I asked him the question if 
Government messages were not delayed? 

Mr. Small. I remember it. 

Mr. Lamar. And his answer that they were not delayed and that 
all messages submitted to the Postal Cfo. here in Washington were 
promptly sent out? 

Mr. Small. I remember it. 

Mr. Lamar. You stated in your testimony here this morning that 
Government messages have been delayed here from 10 to 14 hours. 
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I want to know whether they were delayed according to the order 
of their filing or whether other business was given precedence to 
those Government messages. 

Mr. Small. I would have to examine the files to answer that ques- 
tion, Mr. Lamar. But I want to say that Mr. Reynolds in mating! 
the answer he did I undoubtedly think was honest and could have 
had no intention of evading it, for the reason he could have no way 
of knowing these things unless he went right into the business and 
examined every telegram individually. 

Mr. Lamar. Do you know of any instance where Government mes- 
sages have been presented to the Postal office in Washington and have, 
been subsequently taken over to the Western Union to be sent ? 

Mr. Small. No. That might occur at the receiving department 
and I would never know of it. I sit down to a wire. 

Mr. Lamar. You do not know anything about messages presented 
at the counter below ? 

Mr. Small. I know nothing about tfyem until they reach the op- 
erating room. 

Mr. Lamar. But you do know when they reach the operating room, 
for instance, that here is a file that contains Government messages 
and commercial messages? 

Mr. Small. I would know that it contained Government messages 
and commercial messages ; and sometimes they come over the branch 
wire from some of these branch offices. 

Mr. Lamar. But they do get into the operating room and are there 
handled by the operators? 

Mr. Small. Yes, sir. 

Mr. Lamar. Now, will you kindly state just the method employed 
in that operating room here in Washington of handling these mes- 
sages that come in — Government and other messages? 

Mr. Small. You mean in moving them on the wire? 

Mr. Lamar. Yes. 

Mr. Small. Why, they are not to be given preference ; they are 
supposed to go in the order they are filed, unless it is something of 
extraordinary importance. 

Mr. Lamar. You mean to say that the particular instance you 
cited, of a message being delayed 10 to 14 hours 

Mr. Small. That was a cablegram. 

Mr. Lamar. A cablegram; well, the cablegram goes over the tele- 
graph wires from the office here to the office in New York? 

Mr. Small. From here to New York. This delay I referred to 
occurred between here and New York City, between here and the 
cable office. It was purely because they did not have the men to 
move it. 

Mr. Lamar. They did not have the men in the Washington office 
to move it? 

Mr. Small. No. 

Mr. Madden. I think you said it was because of the fact the men 
' went from the Postal over to the other company ? 

Mr. Small. That was due to the fact — and to nothing else — we 
did not have the men to handle it. 

Mr. Lamar. You do not send all cable messages from Washington 
to New York over one wire; you can use any wire to send a cable- 
gram from Washington to New York, as far as New York, can't you ? 
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Mr. Small. Oh, you can use any wire if you have the men to man 
them. 

Mr. Lamar. You mean to say on this day you mention, then, all 
the cabling by the Postal was 10 or 14 hours behind in moving the 
messages — commercial and other messages} 

Mr. Small. Cable messages. 

Mr. Lamar. Cable messages? 

Mr. Small. Cable messages. This was at night. 

Mr. Lamar. Well, do you delay cable messages between here and 
New York ; can't you send them on to the cable office in New York 
as soon as you receive them ? 

Mr. Small. What can you do with it, Mr. Lamar, if you have not 
the operators to move them ? 

Mr. Lamar. But you had the operators there to move commercial 
messages. You do not mean to say the commercial messages were 
delayed here 10 to 14 hours in your office, do you ? 

Mr. Small. There were commercial messages delayed practically 
as long, but these being night messages it was not of particular im- 
portance as long as they got to destination at 8 o'clock in the morning. 

Mr. Lamar. Yes; but you say here is an important message from 
President Wilson 

Mr. Small. Oh, no. 

Mr. Lamar. What did you say? You said a very important mes- 
sage. Wherein was it important? 

Mr. Small. It was important from the fact that it contained — this 
particular one I have in mind — a full copy of President Wilson's 
reply to Germany's first appeal for an armistice. 

Mr. Lamar. That was a Government message, wasn't it, being sent 
abroad? 

Mr. Small. Not of the United States Government. This one was 
from the representative of a foreign government here, but its im- 
portance was just as great; it was for the information of his gov- 
ernment. 

Mr. Lamar. But you have to treat foreign government messages 
just like you do United States Government messages? 

Mr. Small. Oh, yes. 

Mr. Lamar. You give precedence to them under the same contract 
that the Government has with the telegraph companies, do you not? 

Mr. Small. Yes, sir. 

Mr. Lamar. Then you mean to say that because a message happens 
to be marked " cable *' that it does not receive the same treatment be- 
tween here and New York that a message destined to New York 
would receive; is that your statement? 

Mr. Small. Now, your question as you put it — you say that I mean 
to say. Please don't put words in my mouth, because I didn't say. 

Mr. Lamar. I do not mean to put words in your mouth ; I simply 
want to get the facts. 

Mr. Small. I did not make any such statement nor anything to 
lead anybody to believe any such thing. 

Mr. Lamar. Just tell me what you did mean ? 

Mr. Small. I stated that telegrams and lettergrams have been de- 
layed between Washington and New York between four and ten 
hours and I will extend it to 12 hours ; and that the principal cause 
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was the Postmaster General's approval of the Western Union grant- 
ing a 15 per cent increase, causing the Postal operators to flock to 
the Western Union and leave the Postal with a naif force. That is 
the whole statement and the whole facts. 

Mr. Madden. That is what the gentleman said. 

Mr. Lamar. Whatever the facts may be> you were short in force in 
handling Government messages out of the Postal office? 

Mr. Steenerson. Handling all messages. 

Mr. Small. Handling all messages. And that will apply with the 
other company. It does not apply alone to the Postal Co. ; it applies 
to companies all over the land, and it will always apply from now on. 

Mr. Lamar. This order of the Postmaster General's, with relation 
to salaries, affected the Postal employees exactly the same as it 
affected Western Union employees, didn't it? 

Mr. Small. No, sir. 

Mr. Lamar. Do you mean the last order or the first order? 

Mr. Small. The last order. 

Mr. Lamar. The last order does not affect the Postal employees ? 

Mr. Small. No, sir. I am testifying here that it did not, and I am 
praying that it won't. 

The chairman yesterday referred to the history in 1866, etc. I 
had in mind speaking several hundred words on. that point, but I 
just want to say this, that I have been telegraphi ng f or 36 years, and 
in that 36 years the onlv thing I have seen the Western Union do 
in an educational way for the operator is to place him in the pool 
rooms when the pool rooms were running, and in the bucket shops 
when the bucket shops were running, and in the saloons, all over 
the country when prize fights were permitted. 

Mr. Madden. To report the news? 

Mr. Small. To report the news. They picked out the youngest 
and most intelligent of the operators; they educated them in book- 
making, in robbing the public in the bucket shops, and becoming 
drunkards by association with prize fighters and saloon men. And 
yesterday at the close of the testimony of one of the gentlemen I 
heard the remark " floaters and drunkards." 

The Chairman. What has that to do with the law that was re- 
ferred to ? 

Mr. Small. It has this to do with it, I want to protest here, if it is 
the last word I have to say, against the statement that the men in 
my profession are floaters and drunkards. 

The Chairman. What I want to ask you is what has that refer- 
ence to do with the law ? 

Mr. Small. That recalled to me all those things I had no inten- 
tion of referring to, about this abuse of pool rooms and bucket shops. 

The Chairman. There is nothing in the law that authorized that. 

Mr. Small. I agree with you there. 

Mr. Ramseyer. He is not criticizing the chairman for referring to 
history. 

Mr, Madden. What I want you to refer to is that since 1866 we 
have had plenty of time to remedy those things ? 

Mr. Small. We have had plenty of time to remedy those things. 

Mr. Paige. The opportunity for education in the saloons is passed 
now, isn't it? 
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Mr. Small. The opportunity for education in the saloons has 
passed, but we have another evil to contend with now, and that is 
the bonus system. I do not mean the paying of the bonus, but the 
speeding up of the wires. 

The Chairman. Were you ever in the employ of the Western 
Union ? 

Mr. Small. Yes, sir. 

The Chairman. What made you quit? 

Mr. Small. I did not quit. 

The Chairman. What made you leave them? 

Mr. Paige. That is not a fair question to ask him. 

Mr. Small. I am willing to answer that. 

The Chairman. That is a competent question, as any lawyer 
knows. 

Mr. Small, I am glad to answer it. 

The Chairman. If he does not want to answer, it, let him not 
answer. 

Mr. Small. I will change my answer. The last time I worked for 
the Western Union I did resign, but I was not working under my 
own name. I resigned because I had been working for them in 
the Helena, Mont., office for a number of months, and the local man- 
ager knew who I was. The local manager and I were strikers in 
1883. And they would not increase my wages higher than $80 a 
month and I had the heaviest work. Bather than increase my wages 
they paid the railroad fare and the Pullman fare for a man to come 
from Omaha to Helena, and I quit. 

The Chairman. That was the first time? 

Mr. Small. No ; the last time. The next time I went to Spokane 
and applied for a position with the Western Union under this 
" flag," as we call it, under this assumed name, and it was O. K., and 
I worked there two weeks until some of my associates let the cat out 
of the bag and I was called before the throne, and he said, " Why, I 
hear your name is not Smart;" and I told him no; that I supposed 
he knew. I got my time, and from there I went up to Canada and put 
in several years in Canada. 

The Chairman. Now, is your name Smart or Small? 

Mr. Small. My name is Small — Sylvester J. Small. 

The Chairman. That is your real name? 

Mr. Small. That is my real name. 

The Chairman. What is the idea in going under an assumed name ? 

Mr. Small. My idea in going under an assumed name is I was presi- 
dent of the International Commercial Telegraphers' Union from 1.904 
to 1907, and during my incumbency in office I tried to do with the local 
management of the Postal what I am trying to do here partially, and 
I could not succeed without cooperation with the Western Union, and 
it finally resulted in a walkout: not a strike but in a walkout. And 
since that time I have not been able to work anywhere under my 
name in the United States for a commercial company or for a rail- 
road. And I have always told them thai T did not care, either. 

Mr. Madden. Does that indicate there is a system of boycott? 

Mr. Small. Whv, there certainly is. 

Mr. Oliver. It is a black list. 

Mr. Small. And I defy you where you can catch a telegraph com- 
pany on their black list and punish them for it. 
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The Chairman. Is that the habit of these telegraph companies to 
treat men that war ? 

Mr. Small. It certainly is. When I came to work here in Wash- 
ington, I knew they were short of men and I went up and applied 
under the name of Samuels, and I was put to work. Within three 
hours after I was put to work they knew who I was, because every- 
body in the country knows me; but I was on the pay roll and they 
could not discharge me then without giving some reason, and they 
have not done so. 

The Chairman. That is the way private monopoly of the telephone 
and telegraph companies affects individuals, does it ? 

Mr. Small. That is the wav it affects individuals. 

Mr. Madden. They have several cases of the railway mail clerks 
and men in other branches of the Postal Service that have been dis- 
charged by the Postmaster General for similar reasons. 

Mr. Small. Yes, sir. 

Mr. Ramseyer. You are under the Postal now? 

Mr. Small. Yes. 

Mr. Ramseyer. Under what jianie? 

Mr. Small. Under the name of J. R. Samuels. 

Mr. Madden. If you were in a similar position under the Govern- 
ment service, do you suppose you could get back under an assumed 
name at all anywhere in the Government? 

Mr. Steenerson. If you were discharged? 

Mr. Small. If I was discharged from the Government service? 

Mr. Steenerson. Yes. 

Mr. Small. They would not discharge me without a legitimate 
reason. 

Mr. Madden. They do; they have discharged several men belong- 
ing to unions. Mr. Ryan, president of the Railway Mail Clerks Asso- 
ciation, has been discharged because he expressed some opinions, and 
I can give you the names of half a dozen other men who have been 
discharged for the same reason. 

Mr. Ramseyer. Mr. Reynolds was discharged. 

Mr. Steenerson. How could you get back in the Government em- 
ploy if the Government controlled all the telegraphs? 

Mr. Small. Well, that is beside the question, really. 

Mr. Madden. Yes, of course it is ; we ought not to go into that. 

STATEMENT OF PROF. ARTHUR M. H0LC0MBE, MEMBER OF THE 
COMMITTEE ON TELEPHONE RATE STANDARDIZATION, UNITED 
STATES POST OFFICE DEPARTMENT. 

The Chairman. Please give your name and state what you are. 

Prof. Holcombe. I am by occupation a professor in Harvard Col- 
lege. 

Mr. Madden. In what line? 

Prof. Holcombe. I am a professor in what we call there the depart- 
ment of government; that is to say, I teach subjects in economics and 
political science, public law, administrative law, and subjects of that 
kind. 

Mr. Madden. You are what is known as a professor of economics? 

Prof. Holcombe. My title is professor of government. 
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Mr. Madden. Are you a professor or teacher — they have two desig- 
nations, I believe? 

Prof. Holcombe. I am carried on the books as assistant professor. 

Since the beginning of the war, I should add, I have been here in 
Washington assisting the Commissioner of Internal Revenue in 
working out forms and regulations under the income and excess- 
profits tax laws. But more recently I have been assisting Mr. Ba- 
ruch, of the War Industries Board, and in December I was appointed 
by the Postmaster General a member of the committee on telephone 
rate standardization. That committee is a committee of five, of 
which Mr. David J. Lewis is the chairman and is the representative 
of the Post Office Department. 

Mr. Madden. Who are the other members? 

Prof. Holcombe. The other members are Mr. Thayer, one of the 
vice presidents of the American Telephone & Telegraph Co.; Mr. 
MacVeigh, president of the Ohio State Telephone Co., one of the 
principal independent telephone companies ; Mr. Simpson, a member 
of the public Service Commission of the State of Missouri ; aiid my- 
self. Obviously, I can not speak for the other members of a commit- 
tee so constituted. I have, myself, no financial interest in the tele- 
phone industry in any way whatsoever ; and I have no other connec- 
tion with the Post Office Department than as a member of that com- 
mittee. 

Mr. Ramse3ter. Have you any connection with the telegraph in- 
dustry ? 

Prof. Holcombe. None whatever. 

Mr. Madden. What is your salary in the position you occupy ? 

Prof. Holcombe. I have no salary in that position. 

Mr. Madden. Who pays the salary that you do draw? 

Prof. Holcombe. The salary I have received in Washington has 
been paid through the United States Bureau of Efficiency. 

Mr. Madden. That is the bureau over which Mr. Brown presides? 

Prof. Holcombe. Yes, sir ; Mr. Brown. I have had no» connection, 
however, with the work of the bureau in any of the offices other than 
those which I have mentioned. 

Mr. Madden. Are you performing duties now under Mr. Brown's 
direction ? 

Prof. Holcombe. Not under his direction, but by his consent. 

Mr. Madden. How do you get on the pay roll of the Bureau of Effi- 
ciency of the Government of the United States, if Mr. Brown has no 
jurisdiction over your employment? 

Prof. Holcombe. He has jurisdiction over my employment. 

Mr. Madden. How does he transfer you to this position of tele- 
phone rate expert ? 

Prof. Holcombe. I have not been transferred to any other pay roll 
or to a position under the direction of any other administrative offi- 
cer; but I have been designated by him to perform that service at 
the request of the Postmaster General. 

Mr. Madden. That is sort of an anomalous situation. Here we 
make an appropriation of $150,000 a year to maintain the Bureau of 
Efficiency and we find that the people who are on that pay roll are 
not engaged in the work for which the bureau was organized. 
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Prof. Holcombe. The bureau itself has no administrative work; 
its only work is to help other departments of the Government. And 
that, Mr. Madden, is the 

Mr. Madden. What compensation do you receive? • 

Prof. Holcombe. On the staff of the bureau? 

Mr. Madden. As an employee of the Bureau of Efficiency ? 

Prof. Holcombe. $4,800 a year. 

Mr. Madden. $4,800 a year. How long have you been in that 
service ? 

Prof. Holcombe. Since the latter part of June, 1917. 

The Chairman. You are just a member of the committee that has 
been selected by the Postmaster General. 

Prof. Hoixx)mbe. I might add, Mr. Chairman, if the subject in- 
terests the committee, that I suppose I was appointed by the Post- 
master General to that committee on telephone rate standardization 
not because I happened to be connected with the United States Bu- 
reau of Efficiency but because prior to the war I had spent two years 
in Europe studying public law and public administration in various 
European countries, and I wrote the results of my observations and 
reflections, so far as the telephone industry is concerned, in a book 
published under the title " Public Ownership 6i Telephones " ; and I 
presume he wished to have, as one member of that committee, a man 
who represented something different from the other members of the 
committee. 

Mr. Steenerson. Do you in that book favor Government owner- 
ship of telephones? 

Prof. Holcombe. I think that a fairer statement of the conclusion 
of that book would be this, Mr. Steenerson, that I found that Gov- 
ernment ownership, in some European countries, seemed to work 
well, to give adequate service, satisfactory service, at reasonable 
rates; that in other countries it did not work well, it gave neither 
adequate service nor reasonable rates. And I reached the conclusion 
that the question of ownership was a much less important question 
than the question of organization. 

Mr. Steenerson. What makes you say, then, that the Postmaster 
General wanted you because you differed from the others? You 
know Mr. Lewis is a government-ownership man ? 

Prof. Holcombe. Mr. Lewis, of course, represents the Post Office 
Department on that committee. 

Mr. Steenerson. The Postmaster General, I am convinced he 
favors it and has always favored Government ownership? Isn't 
that right? 

Prof. Holcombe. Oh, yes ; yes, indeed. 

Mr. Steenerson. How do you claim you differ in that respect? 
That is the reason you were selected ? 

Prof. Holcombe. No ; I think we differ in some other respects. 

Mr. Steenerson. I understood you to say that you were selected 
because of this writing and that that indicated that you had a differ- 
ent view from the other rfiembers? 

Prof. Holcombe. Mr. Steenerson, I would not undertake to say 
why the Postmaster General selected me- 

Mr. Steenerson. But you did undertake to say? 
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Prof. HoLCOMBE (continuing). But I believe the fact I had shown, 

frerhaps, some knowledge of the conditions abroad, both under pub- 
ic and private ownership in those countries, led him, possibly, to 
believe I would be a useful member of that committee. 

Mr. Steenerson. It was not, then, on the theory that you were 
representing a different point of view from the other members of 
this board ? 

Prof. Holcombe. I can not say what his theory was, Mr. Steener- 
son. 

Mr. Steenerson. I understood you to start out by saying you 
thought you had been selected because you represented a different 
view from the others? 

Prof. Holcombe. No; I said I supposed I had been selected be- 
cause I represented a somewhat different point of view than any 
other member of the committee. 

Mr. Steenerson. Because your book favored both sides; in some 
places you wanted Government ownership and in some places you 
did not — is that it? 

Prof. Holcombe. I can not say as to that, Mr. Steenerson. 

Mr. Steenerson. I understood that your book did assert or con- 
clude that Government ownership was a good thing in some coun- 
tries and in other countries it wasn't? 

Prof. Holcombe. That was not the impression I intended to con- 
vey. 

Mr. Steenerson. What was the impression you intended to con- 
vey? 

Prof. Holcombe. What I meant to say was I found it worked well 
in some countries and not well in others, and I reached the con- 
clusion that the form of ownership was not the most important 
question but rather the form of organization. 

Mr. Steenerson. And that is an explanation of your selection as a 
member of this board; that is, what yotf have said here? 

Prof. Holcombe. I presume so, sir. 

Mr. Madden. I think you stated Mr. Lewis represented the Post 
Office Department. Don't all the members of this committee repre- 
sent the Post Office Department? 

Prof. Holcombe. They are acting for the Post Office Department, 
but I suppose it would hardly be just to say, for example, a member 
of the Public Service Commission of the State of Missouri repre- 
sents the Post Office Department. I take it he is there rather to rep- 
resent the experience and the knowledge of local conditions which one 
would expect to find in a person serving in his capacity. 

Mr. Madden. Do you think anybody who differed with the opinion 
of the Postmaster General would be allowed to stay on the committee 
very long? 

Prof. Holcombe. Oh, I have no question it is his intention to per- 
mit each member of the committee to act upon his own best judg- 
ment, without any attempt to interfere, except by furnishing us 
with information. 

Mr. Ramseyer. Are you the only member of this committee who 
has made a special study of the laws and operations of telephones 
in foreign countries? 
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Prof. Holcombe. I can not answer as to the others. I know of no 
book published by the others, but that would not indicate that they 
had not made, privately, considerable study of conditions abroad. 

Mr. Ramseyer. Did you travel abroad ? 

Prof. Holcombe. Yes, sin , 

Mr. Ramseyer. And studied the laws and operations of the tele- 
phone in foreign countries ? j 

Prof. Holcombe. That is correct. 

Mr. Ramseyer. Right on the ground ? 

Prof. Holcombe. Right on the ground. 

Mr. Ramseyer. And in that respect you do represent a different 
view on the committee from the others, thatyou tried to say in the 
beginning; not that you favor or oppose Government ownership, 
but vour study of this question abroad gives you a different angle^ 

The Chairman. You mean, Mr. Ramseyer, that he has a different 
experience and different means of obtaining knowledge from the 
others. 

Prof. Holcombe. I think that is possibly true, Mr. Chairman ; «but 
I think it would be better to say I do not represent the Bell Telephone 
Co.; I do not represent the independent companies;' I do not repre- 
sent a public service commision of any State, and I do /not represent 
the Post Office Department. '.^ 

Mr. Madden. What you represent is views; is that right; that is, 
the views you have acquired by study? 

Prof. Holcombe. Yes, sir. 

Mr. Steenerson. Who represents the Bell Co. ? 

Prof. Holcombe. Mr. Thayer, who is the vice president, or one of 
the vice presidents of the Bell Co. 

Mr. Steenerson. Who represents the independents? 

Prof. Holcombe. Mr. MacVeigh, the president of the Ohio State 
Telephone Co. 

Mr. Paige. In your observations abroad, you state in some sections 
it worked well and in others it did not. 

Prof. Holcombe. Yes, sir. 

Mr. Paige. And what was your experience where it did work 
well ? Who was the beneficiary, the public, the Government, or the 
post office department ? 

Prof. Holcombe. The two countries in which it worked best were 
Germany and Switzerland. In Germany the beneficiary was in part 
the public, through good service ; and in part the Government, from 
the profits, because it took considerable profits out of the business., 
in Switzerland, I think,, the beneficiary was the consumer, the tele- 
phone subscriber, and user. The Government operated the system 
at cost, without any attempt to make a profit except to see that in 
the operation of the properties they were covering expenses out of 
the receipts. 

Mr. Madden. Could the operation of the telephone system m 
Switzerland be in any sense compared to the operation of our series 
of systems in the United States ? 

Prof. Holcombe. It could not with respect to the scale of oper- 
ations. 

Mr. Madden. Could the difficulties be compared? 

100392— 19— ft 3 8 ] 
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Prof. Holcombe. Certain of them; yes. 

Mr. Paige. How did you say it was in Germany? 

Prof. Holcombe. The service^ I think, was good. 

Mr. Madden. The witness, just a moment ago, stated he had 
reached the conclusion that perhaps it was not of so * much im- 
portance what the owenrship was, as to whether it was government 
or private, but, rather the importance dealt with the question of 
organization. Now, I would like to ask the witness whether he 
thinks it would be possible, under our political system — with pres- 
sure being brought to bear from every angle for the appointment 
and retention of people in the service — to make an organization that 
would produce the efficiency and the economy that a privately owned 
corporation can produce? 

Prof. Holcombe. Mr. Madden, I do not think I ought to under- 
take to inform you as to what is possible under our political condi- 
tions. That would be purely a matter of opinion. 

Mr. Madden. But that is an important element in the case. 

Prof. Holcombe. I will say this: I believe that under Govern- 
ment ownership there is a possibility of adopting a better form of 
organization than under any form of private ownership. Now, 
whether that possibility could be taken advantage of to the fullest 
extent or not is, of course, a matter involving political considera- 
tions, upon which I should venture an opinion with some hesitation. 

Mr. Madden. Have you reached the conclusion that it is not within 
the range of possibility for men trained in the art of organization 
.and with technical aild scientific management of businesses of all 
kinds, including telephone companies, to make an organization that 
is as efficient as it is for the Government of the United States to 
make it? 

Prof. Holcombe. I think, Mr. Madden, that the best possible form 
of organization can only be accomplished under that complete con- 
trol, complete and undivided control, which is only possible under 
Government ownership. Now it may be that the best practicable 
form of organization will have to be secured in some other way. 
- Mr. Madden. That is what we are after, the practicability of it. 
It is hot the theoretical, or the illusive, thing we are looking for. 

Prof. Holcombe. But whether that be true or not is a matter that 
one could discover only by the method of trial and experience. 

Mr. Madden. Yes: that is true. 

Prof. Holcombe. Personally, perhaps I owe it to you to add to my 
answer that I believe that the best possible system can be obtained 
under existing political conditions; for, after all, I am a sanguine 
man about American political conditions. I believe when the whole 
truth is placed before those responsible for a decision, that the wisest 
decision would be agreed upon. 

Mr. Madden. Then have you given any consideration to the fact 
that we have called over 68,000 war workers into the offices in the 
city of Washington, and that the services of only 2,500 of those 
people have been dispensed with since the conclusion of the war ; that 
we nave passed legislation under which we are obligated to pay the 
expenses of those people back to their homes, if they will only resign, 
because they won't discharge them, and that there are over 30,000 of 
those people on the pay roll to-day that won't be discharged and we 
can not get rid of them ? 
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The Chairman. You are asking a question there that assumes so 
many things that we deny. Wouldn't it be better not to assume so 
many things on which other people disagree with you? 

Prof. Holcombe. I was not sure you asked the question of me. 

Mr, Madden. Yes ; I asked the question if you had given any study 
to that situation? 

Prof. Holcombe. The existing conditions to which you refer are 
outside of my direct knowledge. 

Mr. Madden. As a student of economics I was wondering whether 
you would call that efficiency; that is the point. Would you call 
that the kind of organization that would produce efficiency, and if 
that condition exists to-day might it not exist by Government control 
and operation of the telephones and telegraph? 

Mr. Ayres. Is that a question based upon actual facts or a hypo- 
thetical question? 

Mr. Madden. The statement is based on actual facts. 

The Chaibman. You mean it is based upon facts as you understand 

them. 

Mr. Madden. I base that upon facts which I state upon my re- 
sponsibility as a Member of Congress. 

The Chairman. Some of us might differ with you on that 

Mr. Holland. Let him make his statement now and then answer 
the questions afterwards. 

Mr. Steenebson. I would hardly expect the witness to answer that 
. question. 

Mr. Madden. I am not going to insist upon an answer. I think he 
can give us his opinion about it, but if he is not disposed to answer 
I won't insist upon it. 

The Chairman. If you will put a question that won't disagree 
with the facts 

Prof. Holcombe. I do not wish to be put in the position of wishing 
to evade answering. 

Mr. Steeling. You heard the testimony of Mr. Small, the pre- 
ceding witness? 

Prof. Holcombe. Yes. 

Mr. Steeling. You gathered from his testimony he was an ex- 
perienced man and he understood the business of that concern? 

Prof. Holcombe. Yes, sir. 

Mr. Sterling. I, as a member of the committee, drew the conclusion 
. from his knowledge of the telegraph business and administration, 
. that he favored not only immediate control of the telegraph lines <?f 
the country, but Government ownership, and that that would afford 
a more efficient administration to the public without any additional 
cost, if properly managed. Was that your conclusion from his 
testimony? 

Prof. Holcombe. Yes, sir. 

Mr. Steeling. Now, as a professor of government, in one of the 
colleges of the country, whose duty it is to study economics, what is 
your opinion and how does it coincide with the opinion of that man 
who is an experienced telegrapher as to service? 

Prof. Holcombe. On that point I agree with Mr. Small without 
reservation. 
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Mr. Sterling. Now, I deduct this conclusion from his testimony, 
as a member of the committee, that on the telephone lines, where he 
is not an expert and has not been identified with that buiness, that 
he was not so certain that he was convinced we must have Govern- 
ment ownership of the telephone lines. He was not even committed to 
permanent control, to no more than temporay control, and his reason 
there was because of intrastate conditions, and not only the possibility, 
but the probability, that the lines and the system was useless after a 
message went more than three or four hundred miles, because of the 
inaccuracy of the reception of it, and for that reason it was not as of 
'much service to the public even though the Governmonl would take 
' it over. Is that jvhat you got from his testimony as to the telephone 
lines, that he was uncertain as to that ? 
'Prof. Holcombe. As to that, yes; he was uncertain. 
Mr. Ayres. And the further fact, Mr. Sterling, that it was luxury. 
Mr. Sterling. Yes. Now, what I am trying to get at is the inves- 
tigations you made. Those are two points we are not considering 
and the points on which you come here to give us your opinions from 
your study of those things. You have made a study of the things as 
a professor of government and economics? 
Prof. Holcombe. I came here for the purpose of answering such a 

'question if a member of the committee wished 

Mr. Sterling. What I am trying to get at, in a nutshell, is how 

* far you agree with him and how far you differ. 

Prof. Holcombe. I had not finished my answer — although it was 
not the first object of my asking to be heard. 

* Mr. Sterling. I know, but we are after the information ; we have 
to pass on this resolution. 

Prof. Holcombe. I am very glad to furnish such as I have. 

Mr. Sterling. Do you agree with him in his attitude on the first 
system, about the telegraph lines? 

Prof. Holcombe. Yes, sir. 

Mr. Sterling. For the same reasons or any other additional ones? 

Prof. Holcombe. Some additional ones; yes, sir. 

Mr. Sterling. Can you give us some of them? 

Prof. Holcombe. I mean to do that before I am through, if the 
committee so wishes. As to your second question, which I have not 
yet answered, I think it is practicable to reserve my reasons for a 
later hour and to give a direct answer to the main question. Now, as 
. to the main question I believe that it would be the wise policy for the 
Government of the United States to obtain that complete control over 
the telephone industry which can be acquired only by ownership. I 
do not believe that it would be wise for the United States to attempt 
to administer the telephone system so acquired — at any rate the local 
exchange system so acquired — by as centralized a form of administra- 
tion as it maintains for purposes of post office administration. Now, 
the reasons I will give later. 

Mr. SteRMNG. I understand it to be a fundamental rule of evi- 
dence that a witness having answered the question put to him di- 
rectly, he is permitted to explain it at length afterwards. 

The Chairman. Oh, yes. 

(Thereupon, at 12.50 o'clock p. m., a recess was taken until, 2 
o'clock p. m.) 
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AFTEft RECESS. 

- • 

The committee reconvened pursuant to the taking of the recess, at 
2 o'clock p. m. 

STATEMENT OF PROF. ARTHUR M. HOLCOMBE— Resumed. 

Prof. Holcombe. Mr. Chairman and gentlemen, my purpose in 
asking* the committee to hear me was simply^ to furnish further in- 
formation, briefly, on one or two points which had been discussed 
by earlier witnesses and on which it seemed to me the committee was 
or ought to have further information. 

The first of those points is the matter of the so-called service-con- 
nection charges — the service-connection charges which were»estab- 
lished by the Postmaster General in August. The service-connection 
charge was a charge varying from five to fifteen dollars, assessed 
against the telephone subscriber having a telephone instrument put 
into his home or place of business. That service-connection charge, 
it was stated in the evidence here, was unreasonably high, if the only 
matter to be considered was the cost of making the connection. 
There were other reasons, however, for that service-connection 
charge, and I think the whole story of that charge will serve to illus- 
trate one of the advantages of Government control at this particular 
time. 

Last August the War Department was making heavy demands 
upon the telephone industry of the country both for material (for 
lines, for wire, and equipment) and for personnel; particularly line- 
men and skilled electricians. The Signal Corps needed larger 
quantities of material and more trained men than it was easy to get. 

Now, there were various ways of meeting that situation in order 
to give proper assistance to the War Department. One way would 
have been for the Capital Issues Committee to have disapproved ap- 
plications by the telephone companies in connection with petitions 
for the issue of additional securities designed to raise capital. A 
moment's reflection will indicate that it would not have been an 
effective mode of dealing with the problem and could not have been 
relied upon to secure the desired result. The Bell Co. alone, if my 
memory is correct, applied for permission to issue upward of 
$50,000,000 additional securities in order to extend their lines and 
facilities, and obviously it would not have been practicable to attach 
to the approval of that issue conditions which would have effectu- 
ally controlled the making of extensions or connections in particular 
cases. What was needed was some method of dealing with the situa- 
tion which would have made allowances for individual cases, made 
better allowance for individual cases than could have been made 
under any general regulations established by the Capital Issues 
Committee in connection with the floating of securities. 

Another method would have been through the War Industries 
Board. The War Industries Board at that time, as you gentlemen 
know, was making agreements with many industries providing for a 
voluntary curtailment of output on the part of the manufacturing 
concerns engaged in various industries; for example, in the auto- 
mobile industry, in so far as the manufacture of pleasure cars was 
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concerned, where the reduction was to one- fourth of the normal out- 
put. ^ Obviously that would have been ineffective in this case, when 
applied to manufacturers of telephone apparatus, and would not 
have met the real difficulty — the question of what additional sub- 
scribers should get service and under what conditions. Therefore, 
the Postmaster General dealt with the subject directly by establish- 
ing service connection charges which, would prevent demands for 
new connections unless the demand was really urgent. That was the 
prime purpose of the order. 

At tne same time there is some justification for a special service 
connection charge. Clearly, persons who put in the telephone and 
keep it for a long period of time without expense to the telephone 
company ought not to be charged with a substantial portion of the 
cost of- moving, or installing equipment for persons whose demand for 
service is temporary or is constantly subject to change,. so far as the 
location of the service is concerned. So that a reasonable service- 
connection charge is, in my opinion, justifiable as a normal feature of 
the telephone-rate schedule. 

After the signing of the armistice (to be accurate, on November 18, 
1918) the Postmaster General issued another order which was re- 
printed in the hearings held by this committee a week ago; but ap- 
parently, so far as the evidence put before you by witnesses earlier in 
the week is concerned, it had not come to their attention. On Novem- 
ber 18, 1918, the Postmaster General issued another order reducing 
those charges from $5, $10, and $15 to $3.50, $3, and $1.50, respec- 
tively, depending upon various circumstances. 

It seemed to me you are entitled to full information concerning that 
particular set of orders. 

The other matter that I wanted to discuss very briefly is the general 
matter of long-distance rates. I do not think it is necessary to go into 
the details of the long-distance rate schedule, but I simply want to 
set before you certain considerations that must be borne in mind in a 
fixing of long-distance telephone rates and which will indicate that 
the national, rather than purely local, point of view must be allowed 
for. 

In telephone/rates we have to consider first, of course, the cost of 
service. Now, it is possible to compute the cost of service as a whole, 
but when it comes to any particular cost of service it is not possible 
to compute the cost of that particular service entirely and separately 
from other services, for the lines and equipment which are used to 
render that service are part of a system which is there for other uses 
and which must be maintained for other uses as well as for that par- 
ticular use. Putting it differently, the telephone costs fall into two 
main classes ; one, those elements of cost that vary directly with the 
unit of service, whatever the unit may be. There are some costs that 
vary with the method that is adopted, and in that case the method is 
taken as the unit of cost. There are some costs that vary with the 
traffic station, if you take the subscriber's station. Whichever 
method you take there are certain direct units of cost that may be 
allocated to the subscriber and computed. Then there are other costs 
which do not bear directly with that service and, consequently, can 
not be assessed directly to the user — the subscriber. Those costs are 
the costs of maintaining the central office, of maintaining the equip- 
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ment generally with the exception of that running directly to the, 
subscriber's station — the overhead expenses of the telephone organiza-. 
tion and so on. Therefore it is obvious that, as in otner public serv- 
ices, there are two kinds of costs. And in the telephone service those 
costs which vary directly with the unit of service, whichever one you 
take, are a much smaller percentage of the total than in most public, 
utilities. 

Secondly, there is the value of service. The value of service varies 
to different users in different ways. To some users the value of the 
service may be measured by the number of messages that originate 
over their lines ; to other subscribers the value may be measured rather 
by the incoming than the outgoing messages over the lines, or to both. 
Furthermore, in designating the value of the service, one must bear 
in mind that the service has a value merely because it exists, quite 
apart from its use. For example, an individual may well subscribe to 
telephone service primarily with the idea of having rapid communica- 
tion with the physician, although it may be he will never have occa- 
sion to use it for that purpose. In other words, the service has a 
value in use and it has a value for use, irrespective of the actual use 
to which it shall be put. 

Thirdly, the telephone system has a value as a whole, quite apart 
from the value to the subscriber who wants to communicate with 
a number of subscribers less than the whole number. In other words, 
one must consider a fourth factor in telephone rates, and that is the 
making of rates which will develop the service and thereby increase 
its potential value, not only to the actual users but to the possible 
users. 

Another element — I am naming these very briefly, because I do not 
want to take more time than is necessary — in telephone rates is that 
which I might describe as perfection of service. It is not only to the 
interest of the community that the largest possible number of persons 
may be reached by telephone, whether they actually use it or not, but 
it is also necessary in making rates to make rates in such a way that 
one class of users will not utilize the lines and equipment in such 
a way as to prevent another class from making their necessary and 
proper use of that equipment. To take an illustration, it might well 
be that in some cases a flat rate for an unlimited service would de- 
velop traffic over a given line which would prevent some other user, 
who wanted to get that line only occasionally perhaps, but promptly 
when he wanted it, from getting it without excessive delay or great 
inconvenience. So that one must consider not only the effect of 
the rate upon the traffic which is actually moved by that rate, but 
also the effect of the rate upon the traffic that others may wish to 
move. 

Without going further into the theory of rates, which after all is 
not directly pertinent, I simply want to point out that the question 
of telephone rates is an exceedingly complicated question ; and in its 
consideration it is necessary not only to take a local view, but it is 
necessary, so far as exchange rates are concerned, to also take a very 
broad view, and certainly, so far as long-distance rates are concerned, 
to take as broad a view perhaps as in the case of the telegram. It 
is necessary, at any rate, to take a broader view than the public 
service commission of a State, responsible to the people of that par- 
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ticular State, could be expected, under all possible conditions, to 
take. 

I just wanted to make those general remarks in explanation of the 
standardization of toll rates. 

Mr. Madden. Do you consider that service charge, even though it 
may be just in principle, is justified where there is no service ren- 
dered by the company to put the instrument at the service of the 
user? 

Prof. Holcombe. A small charge, yes; although a lower charge 
than in the case where a station has to be moved and lines have to 
be moved. 

Mr. Madden. For example, suppose we are occupying an office and 
you decide to move out at 12 o'clock to-day and 1 talte your place 
and the telephone is on the table when I come in ? 

Prof. Holcombe. That is the case I had in mind. But there are 
still certain costs which it seems to me may properly be charged 
against the new subscriber. They are setting up a new name in the 
directory listings. It means more than the mere setting up of the 
new name in the directory listing; it means the printing of the new 
name in the place of the old name ; it means on the books of the tele- 
phone company the old ledger account, if that be the method of 
bookkeeping, must be removed and a new ledger account set up, and 
that in the office records the records relating to the old subscriber 
must be removed and records relating to the new subscriber must be 
established. 

Mr. Madden. Now, right there: Do you consider that the work 
you have just described would add anything to the overhead charges 
of the company — that is, the clerical work connected with the trans- 
fer of the names — further than the paper that is used ? 

Prof. Holcombe. Probably not. 

Mr. Madden. In other words, would they have to employ more 
people to do that work of transferring accounts ? 

Prof. Holcombe. They might not in a particular case, but there is 
always a point where more work means more help. In many cases 
it might not be so, but clearly there is work which is going to be paid 
for by somebody, if at all, and it seems to me fair, I think:, as a gen- 
eral rule^-although I would not make the statement without quali- 
fications — that where the cost of a particular operation can be traced 
to a particular subscriber or user, that the cost ought to be allocated 
in that place. 

Mr. Madden. Now you said, I think, that it is not fair to persons 
having substantially permanent telephone facilities, to be compelled 
to pay the cost of the installation of telephones of those who have 
them only for a temporary period. What do you mean by that? 

Prof. Holcombe. Why, it seems to me, some consideration may 
well be had in favor of the subscriber who is a steady subscriber. 

Mr. Madden. How are you going to reduce the cost to the perma- 
nent subscriber if you charge him, at the beginning, the service in- 
stallation fee? 

Prof. Holcombe, Of course, the longer he maintains his connec- 
tion the lower the rate per annum that service charge will be. 

Mr. Madden. True. I assumed, however, you meant to convey the 
idea that there was an imposition on the permanent subscriber or 
telephone user, that is, the man who had a permanent fixture, if 
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charges were not made against the person who wanted the telephone 
for temporary use only. But is what you meant by not being fair to 
the man who had a permanent fixture is that you should have a 
reduction in rates to him ; is that what you mean ? 

Prof. Holcombe. It might have that effect, for unless this service 
charge were levied, additional revenue would have to be procured in 
some other way. 

Mr. Madden. Have you any idea what the percentage of transfers 
of telephone instruments, receivers, and so forth, is in proportion 
to the whole number of telephone instruments used annually ? 

Prof. Holcombe. I can not state that figure. I do know, however, 
ihat the number of stations taken out is a very large percentage of 
the number of new stations added or installed. 

Mr. Madden. In order to reach an intelligent conclusion as to the 
justice of the statement you have made that would in any wise justify 
the imposition of a service charge for the installation of a telephone, 
it seems to me that your study should have led you to an investiga- 
tion of the number of instruments installed and the number of instru- 
ments removed annually and the percentage one would bear to the 
other, and the income or outgo incident to that work, before you could 
reach the conclusion it was wise to make a service charge? 

Prof. Holcombe. You are entirely correct. I have no doubt such 
evidence was before the committee when those orders were issued. I 
should have explained to you and intended to state and think per- 
haps I did, though without making it clear, that I was not appointed 
to the committee last August when those charges were first made. I 
was then on the War Industries Board. I was not appointed on this 
committee until December, after the orders were issued. And while 
I have not gone over the evidence in detail, which was before the 
committee at that time, I did endeavor to inform myself as to the 
general reasons for the action taken at that time. 

Mr. Madden. But you have not made the complete study that the 
importance of the question would seem to justify, I take it? 

Prof. Holcombe. I, personally? 

Mr. Madden. Yes. 

Prof. Holcombe. Not. personally. But I could have that informa- 
tion laid before you ; it is in the files. 

Mr. Madden. It seems to me we ought to have that in order to have 
an intelligent conception of the reason for the charge. 

Prof. Holcombe. I can give you the figures roughly ; it is between 
one and two years, on the average. 

Mr. Madden. I do not mean length of time ; I mean instruments. 

Prof. Holcombe. You can figure that out from the rough per- 
centage. 

Mr. Madden. I understood you to say it was possible to determine 
the cost of service as a whole, but not possible to determine it for 
any special service. 

Frof. Holcombe. Yes, sir. 

Mr. Madden. What do you mean by service as a whole? 

Prof. Holcombe. The entire cost of maintaining the telephone 
system and operating it. 

Mr. Madden. And divided by the number of instruments in use? 
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Prof. Holcombe. I meant simply the total figures. Of course, if , 
you divide that by the number of stations, you will get the average 
cost per station ; but that is not the actual cost per station. 

Mr. Madden. Nor the cost of depreciation. 

Prof. Holcombe. And not only that, but you do not know what 
the cost of operating that station is. 

Mr. Madden. You would not know what the cost of operating the 
particular service was, but you would know for the whole service. 

Prof. Holcombe. You would know the average for the whole serv- 
ice, but that has not any application to a particular station. 

Mr. Madden. No; I understand; but that has application to the 
cost of service, and it is based upon the average cost of service that, 
the charge should be made, isn't it? 

Prof. Holcombe. It is merely one way of stating cost of service. 

Mr. Madden. Of course, we all realize you can not always know 
the cost of an industry, and no matter how scientifically it is run. 

Prof. Holcombe. That is true ; but there are a few businesses where 
the proportion of variable costs to which you can calculate is not so 
large as it is in the telephone business. And that is one thing which 
makes it so different from many other businesses. 

Mr. Madden. Of course, when you take into account the average 
cost, you take the overhead charges, and deterioration of the equip- 
ment, and the upkeep, and renewals, and interest charges, and all 
that, I suppose, don't you ? 

Prof. Holcombe. Yes, sir. 

Mr. Madden. That includes, of course, the taking out and restoring 
of instruments? 

Prof. Holcombe. Yes, indeed. 

Mr. Madden. That, then, is the cost. Now, if cost is ascertained 
from these factors, is there any justification in your judgment for 
the imposition of a service charge when, as a matter of fact, all these 
elements have entered into the average cost? 

Prof. Holcombe. Yes, sir; for two reasons, one of which I have 
stated and the other I will state now. It is unquestionably in the 
interest of economy and efficiency of operation to distinguish unnec- 
essary connections, disconnections, and particular changes; and if a 
small charge will have the effect of deterring a subscriber from hav- 
ing a change made which is a matter of little moment to him, the 
effect i§ to save the time of the personnel and, therefore, the expenses 
of the company, without any corresponding detriment to the service 
as a whole or to the individual subscriber. 

Mr. Madden. Have you made any study of the percentage of the 
total income of the telephone companies received from their long- 
distance service? 

Prof. Holcombe. The term "long distance" has different mean- 
ings ; but taking it in its broadest meaning 

Mr. Madden. Taking it as the toll service. 

Prof. Holcombe. Yes ; taking it as the toll service, I suppose the 
revenue from toll, charges is perhaps about 5 per cent of the total* 
., Mr. Madden. Do you know whether it is the policy — this may not 
be a proper question, and I do not know that it is, but I am asking it 
for information and it is my ignorance that perhaps induces me to 
put this question — do you know whether it is the policy of the large 
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telephone companies — the Bell Telephone and what other companies 
there may be — to consolidate or acquire or absorb the small telephone 
companies operating within our villages of a thousand or two thou- 
sand, or three, four, or five thousand population; or whether, as a 
matter of fact, it is much more advantageous to them to let these 
companies operate independently and take such revenue as may come 
through the operations of these companies on the toll lines? 

Prof* Holcombe. I do not believe, Mr. Madden, I ought to state 
what is the policy of the companies. Of course, I have no direct 
information on that point; but, judging their policy by what they 
have done, I should say it was their policy .to absorb those smaller 
companies into their system, or, at any rate, to establish operating 
arrangements with smaller companies that would serve as feeders to 
their systems. 

Mr. Madden. What I wanted to ask, perhaps, was this — really 
what I had in mind to ask you was what you think of the wisdom 
and utility of the operation of small individual companies, having 
long-distance connections, where small charges for the local services 
are made to the communities in contradistinction of the operation 
of those small companies by the big companies both locally and as a 
total proposition? 

Prof. Holcombe. Have you reference to the so-called farmers' 
lines? 

Mr. Madden. No; for example, I just have in mind any village of 
a thousand or two thousand, where a local company may incor- 
porate. 

Prof. Holcombe. Operating one exchange for from 10 to -50 sub- 
scribers? 

Mr. Madden. There may be two or three hundred subscribers, or 
there might be a thousand subscribers. They might have it in every 
house and charge a dollar and a half a month. While $1.50 is the 
initial charge, of course, the amount of use you get depends upon 
how many toll charges you pay. 

Mr. Black. For example, down in my State, in Petersburg, the 
Citizens Telephone Co. operates 25,000 stations. They operate in 
Marietta and Sistersville, and I do not know the number of sub- 
scribers, but it is a comparatively large company but small in com- 
parison with the kind of company you mean. 

Mr. Madden. Any company that operates within the boundaries 
of a small community. 

Prof. Holcombe. I think the Postmaster General's supervision 
and control, or whatever kind of Government control it may be, 
should extend to such companies as that. 

Mr. Madden. Why? 

Prof. Holcombe. As to what arrangements for their operation 
should be made, that is another question. 

Mr. Madden. Why do you think the control should extend to 
those companies? 

Prof. Holcombe. The reason why I give that answer is I believe 
the control of the Government over these instrumentalities for the 
transmission of intelligence should be complete as a matter of law. 
Now, how it, should be exercised, as a matter of actual operation, 
that is a question of organization and, as you know, I stated I be- 
lieved that was the principal question. 
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Mr. Madden. Give us an idea of what you think would be the 
proper organization that should be effected ? 

Prof. Holcombe. Mr. Madden, that is a matter to which I confess 
I have given some thought. I had not expected it should be in order 
in this connection ; at the same time I am perfectly willing, if the 
committee wishes, to discuss that matter. 

Mr. Madden. I should think that would be an interesting phase of 
your testimony. 

Prof. Holcombe. There is another question of yours I prefer to 
answer first, which I have not yet answered, and I will enaeavor to 
answer both. The other question related to why I believe that the 
control of the Government as a matter of law should be complete, 
why I believe in Government ownership as a general solution of the 
problem. I will take that up if that is the committee's desire and 
try to summarize briefly a few of what seem to me the principal 
reasons why the telephone and telegraph should be owned and con- 
trolled by the Government under the supervision of the Postmaster 
General. I thought it might be in order to put that in, inasmuch as 
other gentlemen had expressed reasons for the contrary opinion. 
I will try to do that very briefly, because I realize I am going over 
ground which is already as familiar to many, if not all, of you as it 
is to myself. 

First, the termination of competition is, in my judgment, desirable, 
and that is the most effective way of bringing it about. That ques- 
tion of competition falls, in the first place, into two parts — compe- 
tition with the telegraphs and the long-distance lines — secondly, com- 
petition in respect to the local exchange service. With respect to the 
telegraph, the very intelligent gentleman who spoke here this morn- 
ing nas covered the ground so admirably I will not trespass on your 
time to go into that. I refer to the gentleman who spoke out of his 
experience as a working telegraph operator. 

Mr. Madden. Mr. Small. 

Prof. Holcombe. He has covered the ground so admirably I ought 
not to trespass upon your time to go over that ground again, but I 
think it is a fair statement that what he said with respect to the 
telegraphs will apply also to the long-distance telephone lines. 

With respect to the local-exchange service, there are more than 
1,000 cities and towns in the United States where there are two 
exchange systems. From the point of view of the business man that 
means two telephones where, in many cases, one would do as well. 
From the point of view of the residential subscriber that means in- 
ability to communicate with a portion of his neighbors and friends, 
because of the fact that they are subscribers to the other system, 
rather than to his own. Those two classe of subscribers suffer a 
materially impaired service; they get much less service and, in 
many cases, at a greater expense than would obviously be the case 
under a single local system. 

Secondly, the elimination of duplication of plant and of person- 
nel. Maintaining competition means maintaining, in many cases, 
two lines where one line would accommodate the existing traffic and, 
to that extent, is a wasteful and extravagant use of the public re- 
sources. The same is true of equipment. It is also true in so far 
as personnel is unnecessarily employed in being in two places or in 
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connection with two systems, whereas at one station the personnel 
could do equally as well, in connection with one system. The elimi- 
nation of duplication oi plant and personnel obviously would mean 
there a reduction of the cost of service or else an extension in the 
-quantity of service; that is to say, an. extension of service to indi- 
viduals or to communities where service could not be extended if 
such wasteful duplication exists. 

« Thirdly, the advantages to be gained by the joint use of the postal 
quarters and personnel. Under that head, first, in many instances in 
towns and smaller cities it would be possible to install the telephone 
exchange and the terminals of the long-distance lines in quarters 
already owned or rented by the Post Office Department, without ad- 
ditional rental charges or overhead charges. Also, in many small 
towns and many towns and small cities, it would be possible for much 
of the clerical work now performed by the telephone employees to be 
performed by the postal employees not always now fully employed 
in performing their present necessary duties. To the extent to which 
that would be possible, there is a real saving in the cost of render- 
ing the service. 

Fourthly, the development of service at the post office. The public 
is accustomed to go to the post office. In many parts of the country 
they are almost social centers as well as centers for the distribution 
and collection of mail. To provide for the public to there have ready, 
convenient access to the telephone stations would obviously be a 
great convenience to the public and the increase of the value of the 
telephone system in the community. At the same time it would in- 
crease the value of the postal plant and equipment to the community. 

Fifthly, the Government can borrow money at a lower rate than 
any corporation, no matter how good its credit. Just last year the 
Bell lines have borrowed a large sum of money at upwards of 6 per 
cent. The Government has borrowed at a considerably lower rate 
than that and while, no doubt, the Government has been able to bor- 
row at the low rate for patriotic considerations, in part, there can be 
no question that it coula have borrowed that money at a much lower 
rate than the Bell people. Now, that ability to borrow money at a 
lower rate has two important advantages. In the first place, it re- 
duces the fixed charges. Where an industry is utilizing hundreds of 
millions of capital, even 1 per cent difference in the rate of interest is 
a very important factor, amounting up into the millions of dollars 
per annum. The second advantage, one not so obvious, but I think 
perhaps in the long run even more important, is that the rate of in- 
terest paid on borrowed capital has an important relation to the in- 
troduction of technical improvements. If you have a technical im- 
provement which requires the scrapping of existing plant and re- 
placing it with expensive equipment, whether or not it will be made, 
to-day, depends in part upon the rate of interest on borrowed capital. 
And it is a matter of theory, certainly, and I have no doubt as a 
matter of fact it would appear that in many cases important techni- 
cal improvements would be advantageous or would be more promptly 
advantageous if the Government were borrowing money at the rates 
which it has to pay, rather than a corporation at the higher rate 
which it has to pay. So that that affects the charges directly; it 
affects the cost of service directly through the effect on fixed charges, 
and in the long run it affects indirectly the character of the service. 



318 GOVERNMENT CONTROL OF TELEGRAPH AND TELEPHONE. 

Sixthly, in order to secure adequate service from the private cor- 
poration, in the long run that corporation must make a fair return 
upon the investment. Now, if it is to be sure it is going to make a 
fair return upon the investment, in common practice, in many cases, 
it is going to have some surplus over and above the amount which it 
distributes as dividends. This surplus earning will, in a great busi- 
ness like the telephone, be reinvested in the business. If reinvested 
in the business, that may be capitalized under the laws of some States 
permitting the capitalization of surplus ; and on that capitalized sur- 
plus earnings, the stockholders have a right to a reasonable return, 
because it is part of their share of the earnings. If the laws of the 
State do not permit the capitalization of surplus earnings, they still 
remain the property of the subscribers and in any arrangement the 
Government may enter into either for leasing the property or pur- 
chasing it, such surplus earnings would have to be paid for. So that 
in any event, in a private company, there is that element added to the 
cost of service. Now, in the case of Government surplus earnings, 
they may still be reinvested in the business; and if reinvested in the 
business, it is not necessary to pay dividends upon that reinvestment. 
It therefore becomes pqssible to extend the service to new classes of 
users or improve the service without increasing, by as much as would 
be the case with the corporation, the cost of that service. And in the 
long run the consistent following of such a policy in a business grow- 
ing as rapidly as the telephone business, it should make possible sub- 
stantial reductions in price. 

Seventhly, and this is the last of these reasons, I want to bring 
to your attention that the people of the United States, in the Con- 
stitution have declared that the post offices and post roads should 
be a service rendered by the Government of the United States. Un- 
doubtedly, when they committed themselves to that policy, they 
meant that to cover the transmission of intelligence in general. There 
were political as well as economic reasons for the adoption of that 
policy, and undoubtedly they all have their effect. Now, there can 
be no question that the telephones and telegraphs are a part of the 
equipment of the country for the transmission of intelligence. If 
those services are rendered by a private corporation, it is inevitable, 
and I think we will agree it is proper, that the private corporation 
should first consider profit and, secondly, should consider service. 
You have heard evidence offered within the last two days from the 
successful manager of a private telegraph company, in which he 
added that he considered it to his credit that he could distinguish 
the cream from the milk and could secure the cream. In the case 
of the Government, where services should come first and where profits 
should come so far as necessary apportioned justly in proportion to 
that service, it would not be necessary to reach out for the cream 
only ; and the profit made by serving the public at those points where 
the service can be rendered cheapest in the large centers, could be 
used either to extend the service to communities where the traffic 
was not so remunerative, or advantage taken either to reduce the 
rates or improve the service to those places. And it seems to me there 
is a certain spirit in the Postal Service which one does not expect 
to find in a private corporation. Secondly, the object of the postal 
service is comprehensiveness, universality. So far as possible, the 
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Post Office aims to reach everybody; so far as practicable, the tele- 
phones and telegraphs should aim to reach everybody. Now, that 
is a counsel of perfection. It is not technically or financially possi- 
ble to make the telephone and telegraph* as universal to-day as the 
post office, but that goal should be in the minds of those who are 
charged with the responsibility for the development of the service 
and decisions of important questions of policy. 

Mr. Black. You mean under private ownership it is not possible? 

Prof. Holcombe. Under private ownership it is not possible and 
it is not possible even under public ownership; that is, to make it 
universal to put a telephone in every man's home and to do it at the 
price which he could pay and which would cover the cost of the 
service. 

I have been setting forth the advantages which it is possible in 
my judgment to obtain under Government ownership. Now the 
extent to which those advantages will actually be obtained depends 
upon the form of organization and methods of administration 
adopted. I have said earlier in my remarks that I regarded that 
as tne most important problem, and to the extent to which the best 
form of administration is adopted, these advantages should be ob- 
tained. 

Mr. Madden. I think I understood you to say that the question of 
operation of the telegraph and telephone systems and the installation 
and regulation of rates — I do not assume to use your exact language, 
now — should be viewed from a broader standpoint than is possible 
under State control with the authorities are more likely to be affected 
by the opinions or desires of the people? 

Prof. Holcombe. Do not understand me as saying that the local 
influences should not have a voice in the determination of local ques- 
tions. 

Mr. Madden. Let me complete my question. I am simply trying 
to quote what I thought you said. Am I substantially correct in 
that? 

Prof. Holcombe. Yes. 

Mr. Madden. Now I am going to ask the question: Don't you 
think it important that some consideration be given to the wishes 
of the people who pay the bills ? 

Prof. Holcombe. Yes, sir; I will answer that right now. 

Mr. Madden. Or do you think when a man is placed at the head 
of the Federal Government or one of its departments that he becomes 
sufficiently wise and efficient to act for the people without respect 
to what their wishes may be ? 

Prof. Holcombe. I will say yes to the first part of your question. 

Mr. Madden. What about the second part? 

Prof. Holcombe. As to the second part of your question, I think 
I will have to ask you to put that again ; I am not sure that I got 
your point there. 

Mr. Madden. I will repeat it. First, I say don't you think it im- 
portant that some consideration be given to the wishes of the people 
who pay the bills. That is the first question, and you say yes to that? 

Prof. Holcombe. Yes, sir. 

Mr. Madden. Or do you think when a man is placed at the head 
of the Federal Government or one of its departments that he becomes 
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sufficiently wise and efficient to act for the people without respect to 
what their wishes may be ? 

Prof. Holcombe. ^o; I would say no to that. That is purely a 
hypothetical question, I take it. 

Mr. Madden. I assume from the statement you made to the effect 
that we ought to disregard local wishes on account of the influence of 
the people on the boards selected by the States, and then suggested in 
its place that the Government control would be taking a broader 
view of the situation — in other words, a Nation-wide view instead of 
a State view — I assumed that you intended to convey the idea that 
the Federal authorities were either wiser or more just or more 
efficient, or all combined, than the people from whom this springs 
within the States? 

Prof. Holcombe. I think they might be better informed upon the 
general aspect of the question than the members of the public service 
commission of any one State. But I do not think they should disre- 
gard the superior knowledge of local conditions which such persons 
would possess. In other words, a system of operating local exchanges 
clearly should reflect local as well as general interests. 

Mr. Madden. Do you think it is possible for the Government, 1,500 
miles away, on the average, from the people to reflect the feelings of 
the people to the same extent that tney would be reflected by the 
governments who are in constant daily touch with them ? 

Prof. Holcombe. Not in all matters, nor would it be necessary. 

Mr. Madden. I think the danger of centralizing all of our Govern- 
ment at one place has been proved beyond any question on more than 
one measure. Men come down here now from all sections of the 
United States and spend a week to do a thing which they could do at 
home in fifteen minutes. 

Prof. Holcombe. Now you have led up, Mr. Madden, to your sec- 
ond question which I said I would endeavor to answer after the first 
one, namely, assuming that the Government has the power to deter- 
mine the question what shall be the form of organization of the tele-* 
phone business, what form should be adopted? On this subject my 
opinions are somewhat tentative,, you will understand; I had not 
prepared for a presentation to the committee at this time any com- 
plete formulation of a plan of operation. I should hope at another 
time, when it would be appropriate, that I have the opportunity to 
do so. But at this time I can say this : It seems to me the telegraph 
and the long-distance telephones should be operated by a centralized 
operating organization. 

Mr. Madden. You mean a company? 

Prof. Holcombe. I will come to that in just a moment — by some 
centralized operating organization ; but that the local-exchange serv- 
ice should be operated through a less-centralized organization than 
we now have for the postal service. Now, how would you reach that 
result ? There are various ways of reaching it and without endeavor- 
ing to set forth any one as the best way at this time, I would offer 
this suggestion: Suppose you create a corporation, call it, say, the 
United States Telegraph & Telepone Administration (Inc.), to use 
an expression which is familiar to you. Now, suppose you provide 
that a majority of the directors of that corporation should be ap- 
pointed for comparatively long and overlapping terms, by the Presi- 
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dent, subject to confirmation by the Senate, and provide, further, that 
the Postmaster General should be chairman of the board of directors. 
That would give, you Government control. Suppose you provided 
further, that in acquiring these lines and systems which the Govern- 
ment should undertake to bring into its system, the Government should 
assume the obligations — give to the companies and their stockholders 
the option of converting their holdings at a fair value either into 
Government bonds or into stock of this same United States corpora- 
tion, on which a minimum rate of return would be guaranteed, out a 
less rate than that paid on the bonds. And suppose you provided 
further that these minority stockholders, for in effect they would be 
minority stockholders, should share in the profits over and above that 
guaranteed minimum, perhaps up to a certain point, and that they 
should be entitled to choose a minority of the board of directors. 

You would then get a system in which the Government would have 
control, but in which you would be under the necessity of respecting 
the private property in thai system and hence you would be more 
certain to have an administration independent of such political in- 
fluences as you may have in mind as being most menacing to economy 
and efficiency in the conduct of such a business. 

Now, suppose that corporation were authorized, further, to create, 
if necessary, subcorporations. 

Mr. Madden. Subsidiary corporations? 

Prof. Holcombe. Subsidiary corporations. Tn the case of the Bell 
system, you have the Western Electric, which is the third largest 
electric manufacturing concern in this country, doing a very large 
business. It might well appear that it was desirable to separately 
incorporate that company and conduct its affairs separately, as is 
actually done by the Bell system. It might even occur, and on this 
I express my views with great hesitation because I have not come to 
a definite opinion — it might occur it would be wise to operate the 
local-exchange systems; not the toll lines, but the local-exchange sys- 
tems^ as the Bell companies do to-day, through a number of sub- 
sidiaries, or, in this case, they would be regional corporations con- 
trolled by the parent corporation. Whether that were done or not, 
it would be well, in my judgment, to organize in the different regions 
advisory councils, as is done in those foreign countries where the 
Government operation has been most successful — advisory councils 
on which the telephone users are represented. In this country we 
have the advisory councils in the form of State public service commis- 
sions, and undoubtedly all or some of those men in a given region 
should ex officio serve on such councils ; also, possibly representatives 
of commerce and agriculture should be chosen independently for such 
councils. 

Mr. Madden. What about labor? 

Prof. Holcombe (continuing). And certain matters should be 
submitted to such bodies for an opinion before final decision. 

Mr. Madden. Would you give to those councils, these regional 
boards, the power to fix rates and wages ? 

. Prof. Holcombe. Not the power to fix, but I should provide that 
rates should not be fixed 

Mr. Madden. Without their recommendation? 

Prof. Holcombe. Without their advice and opinion. 

100392— 19— pt 3 -4 
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Mr. Madden. And that would include the regulation of the wages? 

Prof. Holcombe. I am not certain that wages ought to be fixed 
by such a board, but rather by a board on which wage earners them- 
selves would have a representative. 

Mr. Madden. Would you recommend the appointment of a wage 
earner on one of those regional boards ? 

Prof. Holcombe. That would certainly be desirable. That is only 
tentative, you understand. 

Mr. Madden. That is not a bad outline of organization, but it is 
not Government ownership, is it? 

Prof. Holcombe. It gives the Government complete and final con- 
trol, which, as I said, I believe to be important from the Govern- 
ment's standpoint, and, at the same time, it is the form of organiza- 
tion calculated, I think, to preserve those advantages of private man- 
agement which we all recognize are real and important. 

Mr. Madden. It would be much more effective and efficient than 
any organization that could be conducted under the direct control 
and management of the Federal Government. 

Mr. Steenerson. You spoke about the Constitution giving the 
Federal Government authority over the transmission of intelligence? 

Prof. Holcombe. Yes, sir. 

Mr. Steenerson. You referred to the clause which says Congress 
shall have authority to establish post offices and post roads ? 

Prof. Holcombe. Yes, sir. 

Mr. Steenerson. It has been suggested here by questions from 
members of the committee and other witnesses that that is a Gov- 
ernment function — a monopoly? 

Prof. Holcombe. Yes, sir. 

Mr. Steenerson. You agree with that? 

Prof. Holcombe. Function is what I agree to. 

Mr. Steenerson. It has been suggested here that they have exclu- 
sive authority in that field? 

Prof. Holcombe. Why, I think their authority should be su- 
preme in that field. Whether it should be actually exercised in cer- 
tain individual cases — take the farmer's lines, so common in your 
part of the country — or not, I am not prepared to say. 

Mr. Steenerson. I am talking now about the principle. 

Prof. Holcombe. Yes; I agree to the principle. 

Mr. Steenerson. The Federal Government, for instance, exer- 
cises now a monopoly in the transportation and delivery of first- 
class mail? 

Prof. Holcombe. Yes. 

Mr. Steenerson. But not in the delviery of other mail, packages, 
and such things. In that they compete with others, as you know; 
that is correct, isn't it? ' 

Prof. Holcombe. I am not familiar with all the laws on that sub- 
ject ; but I assume so if you say so, Mr. Steenerson. 

Mr. Steenerson. You are familiar with the fact that there are 
other means of carrying on this business of express packages and 
such things? 

Prof. Holcombe. Oh, yes. 

Mr. Steenerson. But private companies can not carry first-class 
mail, because there is a monopoly in the Government ? 
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Prof. Holcombe. Yes. 

Mr. Steenerson. Now that part of the transportation of ; mail in 
which the Government has a monopoly is ordinarily sealed packages, 
isn't it? "...■■- " 

Prof. Holcombe. Yes. 

Mr. Steenerson. So that it is not open to the inspection of the 
Government agents that handle it? 

Prof. Holcombe. I suppose it can be opened by them in case of 
national necessity, as, of course, has been the case during the war. 

Mr. Steenerson. That is a war power; that is censorship in time 
of war? 

Prof. Holcombe. Yes. 

Mr, Steenerson. But ordinarily it can not be opened without a 
writ of the court? 

Prof. Holcombe. Yes, sir. 

Mr. Steenerson. And it is supposed to be secret, so that no gov- 
ernment agent knows what is in the first-class letter? You are aware 
of that fact? 

Prof. Holcombe. Yes, sir. 

Mr. Steenerson. Now can you see any distinction between that 
kind of a transportation monopoly and one wherein the contents of 
all communications necessarily are known to the agents of the Gov- 
ernment that transport and handle them, like the telegram or the 
telephone message? , 

Prof. Holcombe. I see, of course, that difference, Mr. Steenerson; 
but I question whether that is of importance in this connection. 

Mr. Steenerson. You do not consider it of any importance? 

Prof. Holcombe. Not of great importance in this connection; no. 

Mr. Steenerson. You do not think that it would make any differ- 
ence in the carrying on of the free government by the people, under 
a party form of government such as we have, to have the govern- 
ment agents know all the communications that passed between peo- 
ple by these means, just the same as if they had the right to open 
all the letters? Don't you think that might make a good deal of 
difference in the exercise of the right of franchise ? 

Prof. Holcombe. Government agents often have to be intrusted 
with information which they ought not to divulge. For instance, 
* a year ago I went into the Internal Eevenue Bureau to assist Mr. 
Roper and I took an oath not to divulge the contents of any income 
or excess profits tax return which I might see; so that if I knew, for 
example, what Mr. McAdoo's income was I would not feel free to 
reveal it to any one else. And that is a condition that exists to-day, 
and I do not think it would be altered by the Government taking 
control of the telegraphs and telephones. 

Mr. Steenerson. That is one of the things that is supposed to be 
protected, and are you not aware that secrecy has been violated; 
have you ever known of instances where it has ? 

Prof. Holcombe. Not of my personal knowledge. 

Mr. Steenerson. Do you not know that here, during this hearing, 
questions in regard to the tax returns have been put to witnesses ? 

Prof. Holcombe. I am not sure that I recall the matter to which 
you refer. 
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Mr. Steenerson. Well, it might not have been income tax returns 
•and that subject, but if the government official knows the contents of 
all these numerous messages, dont you think it would make it more 
embarrasing for a man to vote the way he liked than if he did not 
know it? 

Prof Holcombe. I should not really think it would make much dif- 
ference to me if I had to trust a given employee of the telegraph 
system with the message which I wanted to keep secret whether he 
were working for the Government or a private corporation. 

Mr. Steenerson. Isn't it true that telegraph and telephone compa- 
nies regard it as part of their stock in trade, as part of their capital, 
to keep all of those communications secret and that they universally 
do keep them secret except when they are summoned into court? 

Prof. Holcombe. It is just suggested to me, and quite properly, I 
think, that the individual who wishes to keep a telegram secret can 
send it by code. And every telephone message, unquestionably, 
sent during the busy time of the day, is for all practical purposes 
secret ; the operator is much too busy to listen in on the message. 

Mr. Steenerson. Couldn't you imagine a case where, for instance, 
a man running for Congress had announced he would speak at a cer- 
tain place and that he was unable to fill that engagement and 
panted to announce by telephone he had fixed another date, and that 
some. Government officer, controlling the telephone, if he should de- 
sire to delay. that message he could thereby disappoint all the people 
coming to that meeting, or to hear any otner candidate, and thereby 
cause a great deal of dissatisfaction and disappointment to those in- 
terested and prevent the people from getting the benefit. of the meet- 
ing? We are supposed to be a Government founded on the principle 
that you should have public discussion, and now don't you see that 
if the Government officer that controlled these telephone arid tele- 
graph messages was a partisan, happened to be a partisan, that he 
might use that knowledge to the disadvantage of one or the other of 
the parties? 

The Chairman. That is, to prevent the Congressman being heard? 

Mr. Stbuenerson. Oh, no; I am not saying to prevent the Con- 
gressman being heard; he might be a candidate tor governor or a 
candidate for President, or anybody. 

The Chairman. I was just going to suggest it would be a good 
thing sometimes if that could be done. 

Mx. Steenerson. Of course, if the chairman wants to interfere 
with my question, that is another thing. I am asking on a very 
serious matter for information from this source from which all in- 
formation seems to abound. Don't you think that the fact that 
Government officials, postmasters and post-office employees, will nec- 
essarily know the contents of every telegraph and telephone message 
they handle, it will make it more embarrassing for people to com- 
municate with each other than if the communication passes through 
the agencies that now exist? 

Prof. Holcombe. Why, frankly, Mr. Steenerson, I should not 
think so. 

Mr. Steenerson. You have not considered that at all, then, in your 
study of this matter? 

Prof. Holcombe. The question of secrecy ? 
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Mr. Steenerson. Yes. 

Prof. Holcombb. Oh, yes ; that is a question that has been very com- 
monly raised, of course, in connection with the operations of tele- 
phone companies. j 

Mr. Steenerson. Wouldn't it place the communication through 
these means of telegraph and telephone exactly on the same basis: as 
communication by mail in time of war, when the Government can 
censor everything you send, eyen to the point of denying you the 
right to send? Wouldn't we labor under that disadvantage all 'the 
time, so far as Congressmen are concerned ? • \ 

Prof. Holcombe. I do not really believe the situation would \ be 
changed for the worse, Mr. Steenerson. 

Mr. Steenepson. In regard to this matter Mr. Madden asked 
about, you spoke about the national instead of local point of view* 
Now, how will that help a man to reconcile his fate when, f or inr 
stance, like myself, I have been communicating a distance of 280* 
miles for 80 cents and under the proposed rule of the present Govern- 
ment rate I have to pay $2.25 ? Can I reconcile myself, do you think,, 
by knowing I am taking a national instead of local point of view % » to 
paying 300 per cent more that I did before? 

trof. Holcombe. I could not expect you to do so, Mr. Steenerson ? 
if you based your opinion upon that particular case. 

Mr. Steenerson. The same proportion runs through all these rates 
as explained by the Minnesota officials. You think that a man will be 
willing to pay a higher rate because it takes a national view ? ' j " 

Prof. Holcombe. If he is also convinced that there is good reason 
for it; yes. 

Mr. Steenerson. I do not see what other reason he can have than 
he wants to communicate 280 or 300 miles and would like to do it; at 
as low a rate as is consistent with good service. i 

Prof. Holcombe. Why, if we made clear to him, Mr. SteenersDn, 
that in order to operate the system efficiently, to maintain a satis- 
factory standard of service and make thte system as comprehensive as 
is necessary and proper, that such a level of charges was required, I 
think most good citizens would pay the bill gladly. 

Mr. Steenerson. Well, they are more patriotic than I am. 

Mr. Woodtard. Have you ever taken any part in practical politics, 
Mr. Holcombe? 

Prof. Holcombe. Yes; I have run for office. 

Mr. Woodtard. Don't you know, then, as a matter of fact that 
theoretically the country has the idea that the employees of the Gov- 
ernment, State and municipal — well, even under civil service — that 
they take no part in politics ; but that, as a matter of fact, they are 
the real foundation of party organizations throughout the country 
and are, at least to a certain extent, used for that purpose? 

Prof. Holcomb. I could not agree to that as applied to all the Gov- 
ernment employees. 

Mr. Woodtard. Take postmasters, for instance — now they are 
under civil service? 

Prof. Holcombe. In so far as they have been brought under civil 
service, I suppose they are to-day less disposed to participate actively 
in partisan politics than was formerly the case. 
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Mr. Woodyard. I am for partisan pqlitics; I do not believe in the 
civil service, not a bit ; I am an old Jackson Democrat when it comes 
to that. 

Prof. Holcombe. I believe in partisan politics along certain lines, 
but not in administrative matters. 

Mr. Woodyard. And you think that the placing of the employees 
of the telephone lines would not be affected in any way by their being 
employees of the Government — that is, the people would get just the 
same service, and it would not interfere in anv wav with the success- 
ful management'? 

Prof. Hoixx)mbe. I think the people would get, in the long run, 
better service. The reasons for that I have already set forth. 

Mr. Woodyard. I have listened with a very great deal of interest 
to your ideas about Government ownership here of these telegraph 
and telephone lines, and I do not know whether the question is perti- 
nent or not 2 but I would like to have your opinion : Do you entertain 
the same views as to railroads, express companies, and other public 
utilities? 

Prof. Holcombe. I think the railroad problem might well be at- 
tacked somewhat along those lines I was suggesting for the telephone 
industry. Of course, each industry had its own problems, and in the 
application of those ideas if they should prove on a careful study of 
the facts to be sound, doubtless some variations would have to be 
made. But I believe in a general way that is the right line of attack. 

Mr. Woodyard. In other words, you are a pretty strong advocate 
of Government ownership? 

Prof. Holcombe. Provided Government control thereby obtained 
is used to create the right method of organization. 

Mr. Paige. Were you a member of the Massachusetts Minimum 
Wage Commission? 

Prof. Holcombe. Yes, sir; I was. 

Mr. Paige. Did they follow your theories, or otherwise ? 

Prof. Holcombe. On that commission there was one representative 
of the employers, one representative of the employees, and myself, 
and the commission generally agreed with me ; that is to say, one or 
the other of them did. 

Mr. Paige. You were evidently right then and wrong now, prob- 
ably. But now I want to ask you this question: Would you be in 
favor of eliminating competition in every line of industry, as you 
sai,d you were in favor of doing in the telephone? 

Prof. Holcombe. No, sir; no, indeed. 

Mr. Paige. Why shouldn't we extend that to every branch of in- 
dustry to get this economy, this better service feature, as you propose 
in this utility ? 

Prof. Holcombe. Because in the general run of industry the' con- 
ditions under which competition is carried on are suitable to secure 
for the public the advantages which competition brings and which 
are genuine and undeniable. It is only where those conditions do 
not exist. 

Mr. Paige. Would your plan of taking over public corporations 
tend to check private enterprise and industry under which this coun- 
try has become the most prosperous on the face of the globe? 

Prof. Holcombe. No ; the field for enterprise is boundless and very 
little affected by these proposed changes. 
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Mr. Ramseyer. You understand, this committee has before it H. J, 
368, which has been prepared by somebody down in the Post Office 
Department ? 

Prof. Holcombe. Yes, sir. I had no connection with that* 

Mr. Ramseyer. And that the wires were taken over by the Post 
Office Department under a resolution passed by Congress July 16, 
1918, and will remain under the control of the Government under 
that resolution until the treaty of peace is ratified? 

Prof. Holcombe. Yes. 

Mr. Ramseyer. Now, this resolution asks for a continuance of such 
control. Are you in a position to state the reasons of the department 
for this continued control ? 

Prof. Holcombe. No, sir. No ; I can not speak for the department 
at all. 

The Chairman. Not speaking for the department, but with your 
knowledge of the conditions, of the existing facts and control by the 
Government, I wish vou would state to the committee whether or not 
it is advisable to continue Government control of the telegraphs and 
telephones, and for how long, if you think it is advisable, and give 
vour reasons for it. 

Prof. Holcombe. I believe the control — and herein I differ, I 
think, from the Post Office Department — I believe that the control' 
of the Government should be continued indefinitely. And my rea- 
sons for it are I believe that under Government control the best form 
of organization can and ultimately will be adopted. 

Mr. Black. I just wanted to asfe a few questions, Prof. Holcombe. 
How much of the total receipts of the telephone companies did you 
say was on the end of the tolls? 

JProf. Holcombe. I think I said 5 per cent. 

Mr. Black. Then the other 95 per cent of the total telephone re- 
ceipts of the United States is exchange charges ? 

Prof. Holcombe. Yes, sir; mainly so; yes, sir. 

Mr. Black. What per cent of that 5 per cent is intrastate toll 
business? 

Prof. Holcombe. I can not say. The exact figures are not com- 
piled upon that basis. 

Mr. Black. I guess it would be safe to say at least half of your 5 
per cent was purely intrastate business, don't you think? 

Prof. Holcombe. I do not know whether it would or riot. 

Mr. Black. Do jou not think that before this attempt is made to 
centralize a great industry of this kind, one in which 95 per cent of 
the total receipts is purely of a local character and at least a consid- 
erable portion of the other 5 per cent is purely intrastate — do you 
not think that before Congress should attempt to bring about a cen- 
tralization such as you have mentioned that the issues should be 
submitted to the people as an issue? 

Prof. Holcombe. To the people of the States ? 

Mr. Black. Yes ; and that they have a right to express their opin- 
ion as to whether this Federal control should be continued? 

Prof. Holcombe. Yes; I agree to that. I do not think this ques- 
tion ought to be permanently settled until the people of the country 
have had an opportunity to consider it., 

Mr. Black. Do you think it is fair to them that, having taken 
these properties by reason, to say the least of it, of the belief of a 
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war necessity, that we ought, without giving the people any oppor- 
tunity to pass upon the particular matter, to go ahead and extend 
the period of control indefinitely ? 

Prof . Holcombe. No; I do not. While I said I hoped Government 
cohtrol Would be. indefinite, I do not say I think you ought to make 
it indefinite to-day. I think if I were in the places of you gentlemen 
I should feel my duty to be to extend the control for such a time as 
may be necessary, in order that the will of the people on the question 
may be properly ascertained, but without any prejudice to the dis- 
posal .of the lines after the will of the people shall have been ascer- 
tained. 

Mr. Black. Then, assuming that you have that view— and I think 
it is a correct one — that we ought not to take those steps, do you not 
think it unfair to the people to begin to put into effect those ideas 
and to accomplish those results which may or may not be beneficial 
before the people have had any opportunity to pass upon the 
question ? . . . 

. I^rof. Holcombe. That is a hard question. Certainly it would 
seefrL as if the phone systems ought to be administered in such a way 
as not to prejudice the final result. If the Post Office Department 
does nothing more than to take advantage of its control to improve 
the service, why, then the final result is prejudiced, because the Gov- 
ernment has not done what it might have done. On the other hand, 
if the Government does make these changes and makes every possible 
change that will give a better service or a more widely spread service, 
why then something has been done toward the final result. It won't 
jbe possible, as Mr. Reynolds pointed out the other day, to undo some 
of the things that should be done if the Government is giving the 
people the best service possible under these conditions. Now, there 
is a dilemma. 

Mr. Black. The people might conclude that they preferred com- 

Jetitive service, for instance, between the Western Union and the 
'ostal Telegraph systems ; and certainly if that is their verdice, they 
have a right to see that that situation is carried out. 

Prof. Holcombe. Undoubtedly. 

Mr. Black. Now, if the Government goes ahead and by the meth- 
ods it has in mind, abolishes all of these offices and centralizes them, 
you will in effect destroy the organization of one of the competitive 
systems? 

Prof. Holcombe. Mr. Congressman, I have pointed out the dilemma 
there; at the same time, I am ready to make by choice between the 
two horns. 

Mr. Black. You are, I am sure, but the question is whether the 
people are ? 

Prof. Holcombe. If your question is addressed to me and you ask 
what I thought should be done, I think so long as public officials 
are responsible for the conduct of the telegraph and telephone busi- 
ness, they should give the best service it is possible to give. If that 
involves the doing of things that can not be easily undone, it is pos- 
sible that may turn out unfortunately, but, nevertheless, that risk 
should be taken, in my opinion. Furthermore, Mr. Black, I am not 
certain that giving the people of this country a fair test of com- 
petition means restoring the status quo before the war. I do not 
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believe the competition was actually being fairly tested, either in 
the telegraph business or the telephone business. In the telegraph 
business one of the competitors served only a portion of the public, 
and there could be no fair test. I am using the word " fair " not in 
the sense of legal or moral, but I mean thorough. There could be 
no thorough test of competition, unless both companies served the 
same public, just as when two grocery stores compete on opposite 
corners, every purchaser of groceries has a choice between two 
stores. But now not every purchaser of telephone service has a 
choice between two competitive systems, and unless he has you have 
not a thorough test of competition. 

Mr. Black. That analogy might or might not apply. For in- 
stance, a man who lives out in the country village has only one coun- 
try store ; he may patronize that, or if he wants to go 20 or 30 miles 
to the county seat, he can have a dozen. And frequently^ in the case 
of the Western Union, he may have it right at his door, and by going 
a certain distance lie can have competitive service. On the question 
of competition, I understand you to say probably there are some 
1,000 offices in the United States, or exchanges, where they have a 
double service ? 

Prof. Holcombe. A thousand towns or cities. 

Mr. Black. Yes. Now, I wish to state an experience, and then to 
ask a question. I have lived in two towns where they installed the 
independent telephone system in competition to the Bell system. At 
the time of the installation the Bell system used those old ring 
phones that you had to get up and ring. The independent company 
put up the flashlight system. My experience was that in a short 
while the Bell telephone followed that example and put in the flash- 
light system, thereby giving to all their patrons a much better serv- 
ice. Now, ultimately, in both of those towns, by orderly processes, 
a unification has been effected, and as a result of competition the 
people have a much better service than they formerly did. Do you 
not think that in that way, at least, this competition has been very 
beneficial to the public? 

Prof. Holcombe. Yes; during the early years of the development 
of the industry competition undoubtedly stimulated a more rapid 
establishment of exchange systems and a more rapid improvement 
of those systems. But once heavy investments of capital had been 
made, competition ceased to have that particular effect, and at the 
present time I question whether it exists. 

Mr. Black. Isn't it also your observation that the Government is 
slower in putting in these improved appliances than are competitive 
businesses ? 

Prof. Holcombe. Than competitive businesses; yes. And if your 
hypothesis were true, that we could get very genuine competition 
in the telephone business, without even greater evils of other sorts, 
why, of course, there would be little argument for Government 
ownership. But because those conditions no longer exist, that con- 
clusion was reached. 

Mr. Black. Isn't it true that the Bell system does maintain a 
very extensive laboratory of research ? 

Prof. Holcombe. Yes, sir. 
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Mr. Black. In which they constantly study out ways and means 
of improving the telephone service, of cheapening the service? 

Prof. Holcombe. That is correct. 

Mr. Black. And giving a better character of service to their pa- 
trons? 

Prof. Holcombe. If the Government should organize the tele- 
phone industry, I believe a wise provision in the charter would be 
that a certain percentage of the revenues should be devoted to such 
purposes and snould not be touched for other purposes. 

Mr. Black. Isn't it a fact that the Bell system, by reason of that 
system of laboratory research, that they have carried on for years, 
have rendered a very great service to the country in the development 
of the telephone industry? 

Prof. Holcombe. Yes ; there is no question about that. 

Mr. Black. Now, do you think that that would have happened if 
30 years ago, we will say, the Government had taken over the owner- 
ship of the telephone lines of the country ? 

Prof. Holcombe. I really can not say how different things would 
have been if they had been different in that respect. But let me say 
this, which I would prefer to say, that I think in the future the un- 
deniable advantages of the maintenance of such research labora- 
tories can be secured and should be secured, whether the phones re- 
main with the private compahies or with the Government. 

Mr. Black. Theoretically; but is there any better way to judge 
the future other than by the past? 

Prof. Holbcombe. No ; no better way, except in so far as condi- 
tions are different, one ought to take into consideration those changes 
in conditions. 

Mr. Black. Now, I believe you stated you had studied the Euro- 
pean telephone system? 

Prof. Holcombe. Yes. 

Mr. Black. Is the telephone system of England a Government- 
owned telephone system ? 

Prof. Holcombe. Yes. 

Mr. Black. From your examination of their telephoe nservice, 
what is your judgment of the efficiency and general utility of that 
service as compared to that of the United States? 

Prof. Holcombe. At the time I was in England the exchange sys- 
tems were not under the supervision of the post office. At that time 
the Government operated the telegraphs and the long-distance tele- 
phones and the local exchange service was in the hands of the line 
company. In other words, the kind of an arrangement that Mr. 
Small suggested this morning. It worked very badly and there is 
no doubt that the exchange service in England, supplied by that 
private company, was much inferior to the service supplied in the 
United States. 

Mr. Black. How about the long-distance service? Did you find 
their Government owned and operated long-distance service better 
than the service in the United States ? 

Prof. Holcombe. I think that the telegraph service was better and 
the long-distance telephone service was worse. 

Mr. Black. How was it in France; what system did they have 
in France? 
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Prof. Holcombe. In France they started originally with the same 
arrangement, of a company operating the local systems and the Gov- 
ernment operating the toll lines and telegraphs. And there, also, 
that arrangement worked badly. At the time I was there the ex- 
change systems were also in the hands of the Government and, in 
my judgment, the business was mismanaged. 

Mr. Black. Was it superior or inferior, in your judgment, to this 
telephone service which the people were receiving under private 

ownership? 

Prof. Holcombe. Oh, I think it was somewhat better, but it was 

not good service. 

Mr. Black. I am not saying in France, but how did their service 
under Government ownership compare with the service we have ex- 
perienced in this country? 

Prof. Holcombe. It is hard to make that comparison, Mr. Black, 
because the conditions in this country vary very greatly — I mean 
the operating conditions and everything else. The French service 
was much interior to our best service ; it was better than our worst 
service. 

The Chairman. Professor, you have had if not a complete at least 
a partially competitive system in the telegraph in the United States, 
have you not? 

Prof. Holcombe. Yes, sir. 

The Chairman. And in the telephone also? 

Prof. Holcombe. Yes, sir. 

The Chairman. The people have had the opportunity for a num- 
ber of years to observe the benefits of that system. Now, is it in 
your judgment a wise thing to give the people an opportunity, in 
times of peace instead of in war, to observe the operation ot the 
telegraph and telephone under Government control, for a limited 
time, that the issue may be before them and the facts on both sides? 

Prof. Holcombe. I do not think advantage should be taken of 
the present situation of unduly prolonging the period of Govern- 
ment control. I do think that period should be so long as necessary 
to give the people a chance to express their opinion. 

The Chairman. How much longer do you think the Government 
ought to control after peace is declared, in order that there might 
be a full demonstration of the capacity of the Government to run 
these utilities in comparison with the way they were run under 
competitive conditions? 

Prof. Holcombe. Assuming peace is declared next summer, I 
should say two years. 

The Chairman. Is there any other reason why, aside from that 
general public interest, that the Government control should be ex- 
tended? 

Prof. Holcombe. May I modify that and say at least two years. I 
am not sure that much more time would be necessary. 

The Chairman. You think that would be necessary for the public 
to -fully understand both sides of the question? 

Prof. Holcombe. I think so. 

The Chairman. Do you know how the immediate and abrupt turn- 
ing over of those properties upon the uncertainty of when peace will 
be declared will affect the companies themselves? 
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Prof. Holcombe. That of course depends upon what is done be- 
tween now and that time. I do not beheve I could answer that ques- 
tion. 

The Chairman. If the companies had no notice of when the prop- 
erties would come back, would it be an advantage or a disadvantage 
to turn them over abruptly or at a fixed time? 

Prof. Holcombe. I think there is great advantage in introducing 
as much certainty into the future as possible and in fixing the limits 
to the period that the present provisional and uncertain conditions 
are to continue. i 

The Chairman. Then, I understand you to say that it is both to 
the public interest and to the interest of the companies that some 
time at least be fixed in which they will he turned back to the owners 
and that that is essential not merely to the interests of the telephone 
and telegraph people but to the public, in determining ultimately 
what policy ought to be pursued in reference to those utilities? 

Prof. Holcombe. Yes; I think that is correct. 

Mr. Steenerson. Is that on the assumption, Mr. Holcombe, that 
the form of organization suggested by you would be put into effect 
during this two-year period f 

Prof. Holcombe. No ; I do not suppose it is practicable to adopt a 
permanent form of organization during this provisional period. I 
wish it were, but it does not seem to me it is. 

Mr. Steenersox. So that it would be direct Government owner- 
ship without this intervening organization you spoke of ? 

Prof. Holcombe. I think it would have to be. 

Mr. Eamseyer. In order to get something definite for Congress 
before it adjourns, what do you think of passing a resolution repeal- 
ing the joint resolution of July 16, and saying " on April 1." That % 
would fix a definite time and the properties then would go back to 
those various companies with the least possible changes in organiza- 
tion ; while if you keep them for two years after the treaty of peace 
is ratified, you have got to make changes. And then if the people 
decided to turn them back they would be in a very much changed 
condition than they were when taken- over the 1st of August, last. 

Prof. Holcombe. One can not ignore the fact that changes have 
already been made and my personal view simply is that I do not 
believe it would be wise to throw them back so soon as that. 

Mr. Eamseyer. Suppose the people decided to throw them back, 
as you stated, in at least two years after the treaty of peace is rati- 
fied ; don't you think we had better throw them back the 1st of April • 
than to throw them back in two or three years, if we are going to 
throw them back at all ? 

Prof. Holcombe. If you were sure you were going to throw them 
back. 

Mr. Eamseyer. I am asking that. 

Prof. Holcombe. I should say, yes; the sooner the Government 
turned them back, the better. But, of course, one can not make that 
assumption. 

Mr. Eamseyer. It seems to me I might make this statement, that 
the issue is rapidly coming down to this, it is going to divide the 
committee and the House, too, when this resolution comes up, be- 
tween the fellows who favor Government ownership and the fellows 
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who are opposed to Government ownership. The fellows who favor 
the proposition of two or three years retention can only justify that 
on the ground this is going to force Government ownership. That 
is why I ask that question, if we are going to throw them back, don't 
you think we had better throw them back right away rather than to 
hang on to them too long? 

Prof. Holcombe. If you know you are going to turn them back, I 
think you ought to turn them back as promptly as the war emergency 
will permit. 

Mr. Ramseyer. You have spoken of the French organization and 
the British organization and then this form you spoke of, and you 
stated the Swiss and the German organizations were probably the 
best you have studied in Europe. Could you briefly tell the commit-, 
tee what form of organization they have in both those countries, the 
Swiss and the Germans ? I do not want to take up too much time. 

Prof. Holcombe. It is tied up with the question of railroad organi- 
zation. 

Mr. Ramseyer. In both countries? 

Prof. Holcombe. In both countries; that is, the telephone organi- 
zation in Germany is uniformly based upon the same principles as 
the railroad organization, although conducted by a different — or was 
before the war — government entirely. And it would be very difficult to 
throw much light on that question without going rather deeply into it. 

Mr. Paige. Where do you understand the demand for this legisla- 
tion comes from — the public, the telephone companies, or the Post 
Office Department ? 

Prof. Holcombe. I am not competent to testify on that, Mr. Paige. 

Mr. Paige. You have stated you thought the Post Office Depart- 
ment would give a better service. Now, the testimony has beeii that 
all the improvement of service there has been up to date, since the 
Government took hold of it, was an increase of rates all over the 
country, which the people have been protesting. Now, can you con- 
ceive of any idea why the Post Office Department, with all the prob- 
lems they have to solve, should take up this question at this time? 

Prof. Holcombe. Not unless they thereby rendered the country 
real service. 

Mr. Paige. They undertook two years ago to render a better rural 
mail service by turning the rural mail system all over; so much so 
that Members of this Congress came into this room and protested 
against the changes being made in the rural service. 

Mr. Holland. Assuming Government control should be extended 
for a period of two years, what changes in operation or consolidation 
or other changes should be made, in order to render the public real 
service? 

Prof. Holcombe. Mr. Holland, I would like to be excused from 
answering that question, for this reason : That question probably will 
come before the committee of which I am a member, involving ac- 
tions on questions of rates, and undoubtedly we will be supplied with 
much information which I, at any rate, do not now possess, and I 
would not wish to appear to have formed an opinion upon such ques- 
tions which I could not later, in the face of further information, 
feel free to change. I do not think I ou^ht to discuss a matter which 
may be pending before me later for action in a responsible capacity. 
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Mr. Holland. On the other hand, don't you think it is true that 
Members of Congress ought to be given, in the consideration of a 
question of this character, information which might advise them as 
to whether or not at the expiration of the period Government owner- 
ship would be absolutely essential to protect all interests? 

Prof. Holcombe. The committee and Congress ought to have all 
possible information. Of course, my personal information extends 
only to the question of rates; and in so far as action is or may be 
pending on such questions, I would like to be excused at this time. 
On the other questions, those who are competent to testify I suppose 
would gladly give the committee all the information in their posses- 
sion. 

Mr. Holland. Would you be willing to answer this question : You 
occupy an executive positon, do you not ? 

Prof. Holcombe. X o ; not an executive position. 
Mr. Holland. Administrative? 

Prof. Holcombe. I suppose one would call it advisory. 
Mr. Holland. You occupy an advisory capacity? 
Prof. Holcombe. I advise the Postmaster General in respect to 
changes in rates. 

Mr. Holland. Then, what changes would you suggest in order to 
give the best service to the people? 
Prof. Holcombe. In rates? 
Mr. Holland. In rates and in service. 

Prof. Holcombe. As to rates, I renew my request not to be asked 
to express any opinion. 
Mr. Holland. As to service? 

Prof. Holcombe. As to service, I really do not think I am compe- 
tent to express any opinion. I have not studied the question of 
service, if you mean thereby matters of technical equipment, with as 
much care as other gentlemen, and I should hesitate to express any 
opinion. 

The Chairman. Let me ask this question in that connection 

Prof. Holcombe. Let me give the gentleman an illustration, be- 
cause I want to convince you all I am giving the best information 
I can. Take the question of introducing the automatic switchboard. 
There is an important proposition: First, is the automatic switch- 
board, under all circumstances or under any circumstances, and, if 
so, under what circumstances, superior to the manual switchboard 
and the semiautomatic switchboard. Secondly, what changes in the 
rate structure should be made if automatic switchboards are to be 
introduced; if it would probably bring about immediate changes 
in the rate structure. Now I have not the technical engineering 
knowledge to have an opinion on that subject at this time, although 
I should hope to have much more information on it before I passed 
finally on the rate questions. 

Mr. Holland. I am asking you these questions simply for this 
purpose: I am inclined to be opposed to Government ownership. 
And I am asking you these questions so that I may know, if possible, 
whether or not at the expiration of this period of this extension 
you would so disrupt the organization, so consolidate these com- 
panies, make so many different changes, that it will be absolutely im- 
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f)ossible, without either serious loss to the Government or serious 
oss to the companies, to restore them to private ownership. 

Prof. Holcombe. I have no hesitation in answering that. The Gov- 
ernment has unscrambled several large aggregations of capital and 
I have no doubt it could unscramble this aggregation if the people so 
desired. 

Mr. Holland. But isn't it true that the longer you extend the con- 
trol the more difficult it will be to unscramble the difficulties? 

Prof. Holcombe. Not necessarily. All the difficulties might result 
from things done within the first 6 months or the first 12 months. 

The Chairman. Do you believe, or not, that the Government, under 
its present control if continued, could work out a plant within 12 
months or 2 vears that would be better for the administration of this 
service and with cheaper rates to the people? 

Prof. Holcombe. I have no question that the service would be im- 
proved by changes that are possible. As to what the effect would be 
on rates, again I ask to be excused from answering. 

The Chairman. You are attempting now, that is what your pur- 
pose is down there now, to fix a rate, isn't it? 

Prof. Holcombe. Yes. 

The Chairman. And as low a rate as you can to the public? 

Prof. Holcombe. Yes; so far as possible. 

The Chairman. And that is the thing you think ought to be 
worked out before the final question of Government ownership is set- 
tled ; and in order to do it the Government ought to continue in con- 
trol until that can be done? 

Prof. Holcombe. I believe the people are entitled to know under 
what kind .of an organization they can expect the telephones to be ad- 
ministered, if they are to remain in the possession of the Government, 
and undoubtedly that would require some time. 

Mr. Holland. How can you give the people the best service in 
order to reach a conclusion as to that without making the changes 
that would be necessary in order to do that ? 

Prof. Holcombe. I do not believe you can. 

Mr. Holland. Then, if you make the necessary changes, doesn't it 
absolutely follow you make it more difficult to restore to private own- 
ership? 

Prof. Holcombe. If the changes tend to have that effect. 

Mr. Sterling. You are taking a position here on Government con- 
trol, as I understand it, of the transmission of intelligence as distin- 
guished from Government control of other public utilities ? 

Prof. Holcombe. Yes. 

Mr. Sterling. You start with the prime purpose that the Gov- 
ernment had ccfntrol of the transmission of intelligence in the estab- 
lishment of the post offices and post roads? 

Prof. Holcombe. Yes. 

Mr. Sterling. And that new methods of intelligence, not so thor- 
oughly understood or known then, and more developed now, are still 
intelligence? 

Prof. Holcombe. Yes, indeed. 

Mr. Sterling. And therefore a branch of Government control? 

Prof. Holcombe. Yes. 

Mr. Sterling. Now, I want to get your idea, if I can, in the broad 
sense that you have discussed it, because I understand you are posi- 
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tive on this theory of Government control of the transmission of in- 
telligence. Is that right? 

Prof. Holcombe. You mean I am positive in my conviction ? 

Mr. Sterling. Yes ; that that is the proper thing to do ? 

Prof. Holcombe. Yes. 

Mr. Sterling. In other words, that as a Government function you 
will be willing to aver that there is not any Government department 
or agency in the administration of that department, as to many of 
the citizens of the country, that gives the same character. of service 
to all of them alike; but it does do the greatest good to the greatest 
number — that is what it tries to do. Now, is it your judgment that 
Government control of telephone and telegraph lines, in this trans- 
mission of intelligence, would in the long run give the greatest good 
to the greatest number of American people ? 

Prof. Holcombe. Yes, sir. 

Mr. Sterling. Did you make that statement after making a study 
of economics ? 

Prof. Holcombe. Well, it is based upon the best information I 
have. 

Mr. Sterling. That is what I mean. And you have not changed 
your opinion since you have been a year and a half in Government 
work here? 

Prof. Holcombe. In Washington ; no. 

Mr. Sterling. Now, I am not giving vou my opinion about this; 
I want to get yours. On the question 01 the secrecy of communica- 
tions that has oeen raised here, do you think that is largely a ques- 
tion of morals that neither the Government can make laws to pre- 
vent, or private corporations regulate against, that is, the employees 
divulging what goes across the lines ? 

Prof. Holcombe. It unquestionably is. 

Mr. Sterling. Do you conceive of any way that could be legis- 
lated against? 

Prof. Holcombe. I see what you mean, Mr. Congressman. I know 
of no way except by placing the employees under oath not to reveal 
the contents of communications which have passed through his pos- 
session, and providing a penalty for a violation of that oath. Be- 
yond that, you leave it to the man's conscience. 

Mr. Sterling. That is all a question of morals ? 

Prof. Holcombe. Yes. 

STATEMENT OF HON. JOHN C. KOONS, FIEST ASSISTANT POST- 
MASTER GENERAL, WASHINGTON, D. C. 

The Chairman. Mr. Koons, I believe you are First Assistant Post- 
master General? 

Mr. Koons. Yes, sir. 

The Chairman. Have you had any connection with this telegraph 
and telephone business in the department? 

Mr. Koons. I am a member of the departmental committee. 

Mr. Madden. I wish you would state what are the functions of the 
departmental board and the members of that board. 

Mr. Koons. The board is composed of the Postmaster General, as 
chairman ; D. J. Lewis, a member of the Tariff Commission 
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Mr. Madden. He is on all the boards, is he! 

Mr. Koons*. He is on the rate committee and on this general com- 
mittee. Mr. W. H. Lamar, the solicitor of the department, and my- 
self. And we have general supervision of the service. 

Mr. Koons. In the outlining of policy ? 

Mr. Koons. Yes. 

Mr. Steenerson. What is the function of the board? 

Mr. Koons. We have charge of the administration of the service 
and the policies to be followed. 

The Chairman. Will you just go ahead now and make a statement 
in reference to this measure ? 

Mr. Koons. I would like to make one or two brief statements re- 
garding some of the questions asked to-day. One is the secrecy of 
the messages. I have just as much confidence in the integrity or the 
Government employee or Government officer, generally speaking, as 
I have in that of the private corporation. I do not think there would 
be as much danger — in fact, I think there would be far less — of di- 
vulging the contents of messages under Government control or op- 
eration as under private control. I think instances have been numer- 
ous where the contents of messages have been divulged. To prevent 
that, as soon as the Government assumed control of these lines we 
asked Congress to pass a very stringent measure prohibiting it, and 
Congress passed a measure providing a severe penalty for the delay 
of a message or the revealing of its contents to any person unauthor- 
ized to receive the same. 

Mr. Madden. I would like to get somebody to punish the fellow 
who refused to send me a message from Richmond, on the 2d of 
January, which I have not re eived yet. 

Mr. Koons. I think he was before you yesterday. 
Mr. Madden. No; he wasn't. 

Mr. Koons. That is one of the matters. Now, the question of 
Government ownership has been thoroughly discussed. I do not 
see how I could present it in a more able manner than the preceding 
witness, and it is unnecessary to add anything or to discuss 'it any 
further. I do not want to take the time of the committee. 

As to the question of competition in the telegraph service. As 
said by the previous witness, there is not any real competition in 
the telegraph service. I do not say there is not competition to cer- 
tain points, but it is not competition for all classes of business. In 
other words, the one company took only the most profitable business, 
discourages the unprofitable business; it is not a public utility. I 
am speaking now of the two large companies, the Postal and the 
Western Union. 

Mr. Madden. In other words, they did not compete all over the 
United States? 

Mr. Koons. They did not compete all over the United States. 

Mr. Madden. That, of course, is before us ; we know that. 

Mr. Koons. And, for instance, you take in the Army camps, there 
was only one of the companies that extended its lines to the camps. 

As to competition in the telephone service. It is the wish of the 
public to a very large extent that competition in the telephone serv- 
ice be eliminated as much as possible, that the systems be consolidated 
and unified. If we unified and consolidated the telephone systems, 
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the public would benefit by it, and there would be nothing to un- 
scramble to any extent when the properties went back. • 

Mr. Madden. Do you wish us to understand it is the policy of the 
Post Office Department to encourage the Bell Telephone Co. to take 
over and consolidate all the competing telephone companies in the 
United States and that that is the function of the board ? 

Mr. Koons. Absolutely no ; they are not consolidated in that way. 
In some cases, if the Bell is the larger company, it may take over 
the smaller company ; if the Independent is the larger, it takes over 
the Bell exchange; or in other cases they divide the territory. In 
Mr. Steenerson's State, I think the Bell and the other company di- 
vided the territory — one took half of the State and the other the 
other half. 

Mr. Steenerson. That did away with competition in Minnesota; 
they divided the territory and eccomplished an economy. 

Mr. Koons. Yes. That could continue much faster under Gov- 
ernment control and would not affect turning back the properties in 
any way, because the property rights must be protected in each case 
and be passed on by the Department of Justice before the systems are 
consolidated. So that no matter how long the extension there would 
be nothing, so far as any consolidation of the systems is concerned, 
to unscramble. 

As to the telegraph systems, I think it is recognized generally that 
great economies could be effected by a consolidation of at least the 
branch offices and, in many cases, the main offices. That was touched 
on by the gentleman who testified here this morning as an operator. 
And it would not only result in economy, but equally as good, if not 
better, service to the public. The economies .could be effected in this 
way: In many of the branch offices there is not sufficient work to 
keep the employee engaged half of his time. In a number of the 
hotels or in a number of the competitive points, you will see the two 
offices side by side and the employee idle half of the time, and one 
employee could handle all the work. The same is true of the wires. 

Mt/Madden. Then one of the economies you inaugurated as soon 
as the Government took control, they refused to deliver a message 
to a man after they read it to him over the phone ? 

Mr. Koons. That is one of the things we inherited. 

Mr. Madden. No ; that never happened until the Government took 
control. 

Mr. Koons. Mr. Madden, it happened before we took control. 

Mr. Madden. I think it is an outrageous performance and ought 
not to be permitted. 

Mr. Koons. I absolutely agree with you. 

Now, of course, if the main offices were consolidated, it would be 
necessary to reopen and unscramble the telegraph services. As to 
this resolution, the condition under which we are operating at the 
present time is simply this ; we do not know whether the properties 
will be turned back in six months, three months, a year, two years 
or three years. 

Mr. Madden. That is because you do not know when peace will be 

ratified. 
Mr. Koons. Because we do not know when peace will be ratiiied; 

that is the difficulty. 
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Mr. Madden. Now, if you are not going' to do anything except as 
you suggest here, it would not make any difference whether th^y wete 
turned back in a month, two months or three months; the uncer- 
tainty could not affect the improvements you suggest. 

Mr. Koons. We could make these improvements much faster under 
Government control than under private control. That is one thing. 
There is another thing, Mr. Madden, it would affect, and that is 
during the war the cost of the material advanced and the telephone 
extensions in this country practically ceased; they came to a stand- 
still. 

Mr. Madden. That is all over now. 

Mr. Koons. That is true, but it is necessary now to finance these 
extensions and to start in and speed that work up just as much as 
possible in an effort to catch up what has been lost. 

Mr. Madden. Is it your idea that the Government of the United 
States shall finance these companies? 

Mr. Koons. No; but the companies operated by the Government, 
under Government control, with the return on their investments 
assured, are in a better position to finance themselves than if the 
property is thrown back on them. 

Mr. Madden. You can not assure any return on the investment that 
chey do not earn? 

Mr. Koons. No ; only what they earn. 

Mr. Madden. If the assurance is of the amount they earn and that 
only, what advantage is there to the companies of the Government 
guaranteeing they will get the return when the Government itself 
says in the contract it won't give them any return except the money 
they earn ? 

Mr. Koons. And what they earn on the extensions, too, if they ex- 
tend their plant and operations. 

Mr. Madden. You are not giving any advantages I can see that 
would help them finance themselves if your statements are statements 

of fact. 

Mr. Koons. That is the representation made to us. 

Mr. Madden. By whom? 

Mr. Koons. By the companies themselves. 

Mr. Madden. But I do not understand the companies have any- 
thing to say about it ? 

Mr. Koons. They have about financing extensions. 

Mr. Madden. Are we going to listen just to the statements of the 
companies, and be guided by what thev say? 

Mr. Koons. Absolutely not. But if these properties are turned 
back and it disorganizes their service, the public suffers. 

Mr. Madden. You said a minute ago you were not disorganizing 
the service. 

Mr. Koons. No; I said unscramble. 

Mr. Madden. There would not be anything to unscramble, except 
an office here and there. 

Mr. Koons. I said, as I understood the question, when the other 
witness was on the stand, you thought perhaps there would have 
to be an unscrambling ; and I said the consolidations we put into ef- 
fect would not have to be unscrambled for the telephone services. 
Now, if there is some definite time fixed, so that we Know just how 
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long we are to operate these properties, we can go ahead and make 
arrangements to operate for that time and can make many improve- 
ments in the service and the companies can be prepared to take 
them back off of our hands when the time comes. Of course, when 
the proclamation was issued, naturally, I think, every person thought 
the war would last for another year. And naturally the companies 
thought the war would last for another year at least, but within a 
very few months or weeks after we took them over the armistice 
was signed and that will shorten very much the period of Govern- 
ment control. I think the important thing is to fix some definite 
time so we will know when the properties are to go back to the tele- 
phone companies so that we can operate them to the best possible 
advantage for that length of time and then turn them back to the 
companies and they to be prepared in the meantime to take them 
over. 

Mr. Ramseyer. You speak of fixing a defiinite date in the resolu- 
tion for the period which they are to be operated by the Post Office 
Department. This is not asking for a definite date, but for a con- 
tinuance until otherwise ordered by Congress. Now, what has 
caused you to change from the language of the resolution to a defi- 
nite date? 

Mr. Koons. Because that date is indefinite and, in my judgment, 
there ought to be seme definite date. Because if the resolution passes 
in its present form, there would be nothing to prevent Congress, at its 
next session, if called in extraordinary session, or on the 1st of De- 
cember, immediately turning the properties back. 

Mr. Ramseyer. But you do not get my question : I want to know 
what was in the mind of the Post Office Department at the time this 
resolution was prepared? 

Mr. Koons. I do not know; I did not prepare that resolution, Mr. 
Ramseyer. 

Mr. Ramseyer. Did you have anything to do with preparing it? 

Mr. Koons. No. I understand this resolution is only a tentative 
suggestion. 

Mr. Ramseyer. Well, a definite date. How would a definite date, 
the 1st of April, do? , 

Mr. Koons. That is too soon to turn the properties back. The com- 
panies would not be prepared to operate them by that date. 

Mr. Ramseyer. Don't you think, if Congress ultimately is going to 
turn them back, that the sooner they are turned back the better? 

Mr. Koons. If the companies were prepared to operate them and 
could operate them as efficiently as the Government, without any dis- 
ruption of the service, I would say yes. But they are not in a posi- 
tion to do that ; they admit themselves they are not in a position to do 
that. Wo should protect this service ; it is a public service. 

Mr. Madden. What makes you say that? 

Mr. Koons. That statement is based on the representations of the 
companies themselves; not only because of the financial troubles but 
because of the industrial and labor troubles during the period .of 
reconstruction. With all the economic and industrial conditions dis- 
rupted nobody knows what is going to happen in the next six months. 
We feel that under these abnormal conditions the Government can 
deal with those problems more satisfactorily than possibly 10,000 
corporations. 
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Mr. Madden. In other words, you think the Government ought to 
stand behind these properties and protect them in the conduct of 
the business in which they have their money invested? 

Mr. Koons. Yes ; because it is a public service. Of course, people 

who have their money invested are entitled to every protection of 

* their investment they can have; and in addition to that the public 

is entitled to have every protection of the service that can be afforded 

them. It should not be disrupted. 

Mr. Madden. I would like to have the Government take my biisi- 
ness over, but they won't do it. And I know thousands of other 
people the Government has not put its hands on and they would be 
glad to have the Government put its hands on their business and 
protect it. 

Mr. Koons. They are not public utilities. All classes of business 
could not be protected* 

Mr. Ramseter. To get at the bottom of this thing, did you help 
prepare the resolution presented to Congress last July, and which was 
passed by Congress, authorizing the Post Office Department to take 
these properties over? 

Mr. Koons. No ; I had no connection with that. 

Mr. Ramseter. Do you know the moving forces there that im- 
pelled the administration or the Post Office Department, or both, to 
ask that power of Congress at that time? 

Mr. Koons. No; I do not, Mr. Ramseyer. I had no connection 
with the matter until after the resolution was passed and the procla- 
mation issued. 

Mr. Ramseter. Who in the Post Office Department knows that? 
Of course, the Postmaster General, I presume, knows it. 

Mr. Koons. I do not know of anyone. My understanding is the 
resolution was prepared by one of the Congressmen from Louisiana; 
and the Postmaster General, the Secretary of War, and the Secre- 
tary of the Navy appeared before the committee — I think it was the 
Committee on Interstate and Foreign Commerce — each one of them, 
and testified. But I did not read the hearings and I was not in touch 
with it. 

Mr. Ramseyer. If the only purpose for taking over these proper- 
ties was for war reasons, that is, to preserve the secrecy of communi- 
cations, of course when the war ends the reasons for taking them over 
end. If there are other reasons why the properties were taken over, 
that is, labor difficulties, financial difficulties, and others, why then 
the reasons for holding them would still exist? 

Mr. Koons. Yes, sir. 

Mr. Ramseyer. And then it would be a question to ascertain how 
long it would be necessary to hold them. You see what I am get- 
ting at ? 

Mr. Koons. Yes. 

Mr. Ramseyer. And ultimately, before we get through with the 
hearings I want to get the fellows who can tell us those things. 
^ Mr. Koons. You recall at the time the resolution was pending, 
cither before the House or the Senate, to the best of my recollection 
there was a threatened strike in the telegraph service, and I think 
the date had even been set for the calling of the strike. 

Mr. Madden. There use to be a time, before war was declared, that 
every time we had a naval bill on the floor of the House, for 10 years 
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or more, or the Army bill, there was a threatened war with Japan — 
we didn't make the appropriations large enough. Would you say 
this strike compared with that in principle? 

Mr. Koons. I was not in personal touch with the people who were 
going to call the strike and to do not know the terms of the strike. 

Mr. Ramseyek. Do you know, or are you in a position to state, 
whether that threatened strike at that time had anything to do with 
the administration's recommending these properties be taken over? 

Mr. Koons. I am not familiar enough with that legislation, Mr. 
Eamseyer, to state positively about that. 

Mr. Steenerson. You spoke first about the secrecy of the com- 
munication ? 

Mr. Koons. Yes, sir. 

Mr. Steenerson. You recognize the difference between first-class 
mail which is sealed and which the employees handling it know 
nothing about without breaking the seal, and these communications 
which are open and known to all who handle them, that there is a 
vast difference? 

Mr. Koons. Yes, sir. 

Mr. Steenerson. . And you thiijk that the secrecy would be just as 
well preserved with the Government in control as the private cor- 
poration? 

Mr. Koons. I do absolutely; yes, sir. 

Mr. Steenerson. Has there not been complaint to> your knowledge 
that the secrecy even of first-class mail has been violated, that sealed 
letters have been broken open and the contents divulged by the 
officials of the department, post-office inspectors, and the like? 

Mr. Koons. I never knew of but one complaint of an official of the 
department, that was a post-office inspector, who was immediately 
removed from the service, and the case referred to the United States 
attorney for prosecution. 

' Mr. Steenerson. You remember the instance of two Congressmen, 
both of them, I believe, from Massachusetts, who recently complained 
about it? 

Mr. Koons. Yes ; but if you will read the hearings you will find the 
evidence very lacking in that case. 

Mr. Steenerson. But post-office inspectors do sometimes, by au- 
thority from the Post Office Department open sealed letters? 

Mr. Koons. They positively do not. The department can not 
grant that authority ; and it is a violation of law. They have no more 
right to open a letter than you or I have. 

Mr. Steenerson. I understand from some of the ex-employees of 
the department that the practice has been quite general, and to avoid 
it they have addressed the letters to third parties. 

Mr. Koons. I am not responsible for any misstatements an ex- 
employee makes. 
' Mr. Steenerson. No; of course not. 

Mr. Koons. I want to add this, Mr. Steenerson, there have been 
complaints of letters being tampered with by employees and there 
have been cases found where that was true, but they were imme- 
diately removed and prosecuted. 

Mr. Steenersok. Of Course the violation of the secrecy of commu- 
unications is a very serious matter, and we have had instances of it 
by inspectors, 
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Mr, Koons. The only instance I know of is the one mentioned, but 
there would not be as much danger from that if handled under Gov- 
ernment control as if handled under private control. 

Mr. Steenerson. No; but there is a difference between a private 
corporation, where it is part of its stock in trade to keep those secret, 
whereas the Government is not affected by that. Whatever they do 
they get the business anyway,. because they have no competition; 
they have a monopoly. 

Mr. Koons. I would not charge, and there is no foundation for 
charging, Government employees as acting on a proposition of that 
kind in bad faith, besides attempt to throw around the communica- 
tion every safeguard. You will recall we asked Congress to pass a 
very stringent law on that subject. 

Mr. Steenerson. Yes ; and I helped to redraft it. I think it was 
in rather poor shape when it came from the Post Office Department, 
and my friend from Texas and I went to it and we thought we 
guarded that subject as well as it could be by legislation. 

Mr. Koons. You made a good job of it. 

Mr. Steenerson. I wanted to point out that there is a vast dif- 
ference between those two kinds of communication, sealed letters and 
telegraph and telephone. 

Mr. Koons. And for that reson they should have the greatest 
safeguards thrown around them and have the highest class of em- 
ployees to handle them, and therefore be under control of the Gov- 
ernment. 

Mr. Steenerson. With regard to this diminatipn of competition 
by consolidation, as you instanced in Minneosta 

Mr. Koons. Yes, sir. 

Mr. Steenerson. You say the Government could accomplish that 
•result better than private companies? 

Mr. Koons. I said we could accomplish it faster and better. 

Mr. Steenerson. But this consolidation you referred to in Minne- 
sota was accomplished without the help of the Federal Government? 
r * Mr. Koons. That was accomplished before the Government took 
control ; yes, sir. 

• Mr. Steenerson. So that that kind of reform is not dependent 
on control by the Federal Government? 

.Mr. Koons. No ; but the faster it is speeded up the better it is 
,for the public. 

*" Mr. Steenerson. Have you anything to do with making the con- 
tracts with the telephone companies? 
, : .Mr. Koons. I. am a member of that committee; yes, sir. 

Mr. Steenerson. How many contracts have you made? 

Mr. Koons. I do not know the exact number. 

Mr. Steenerson. In round numbers? 

Mr. Koons. I say I do not know the total number. We have con- 
tracted with most of the large companies and a. number of the smaller 
ones. 

Mr. Steenerson. You do not know the number? 

Mr. Koons. No, sir. 
' Mr. Steenerson. You can not furnish that information? 

Mr. Koons. Yes, sir; I can furnish the information and would be 
jglad to put it in the record. 
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The Chairman. Will you put the information as you have it in 
the record? 

Mr. Koons. Yes, sir. Contracts have been made with 35 com- 
panies. 

Mr. Steenerson. I have been told the number of contracts you 
have made so far as but a very small percentage of the total contracts 
that are to be made ? 

Mr. Koons. That is true, Mr. Steenerson; but it represents a very 
large percentage of its service of the mileage. 

Mr. Steenerson. If you have only made, say, one-tenth of the 
contracts so far, during the six months — and I assume that simply 
for the purpose of illustration — then it would take you nine times 
lorger to finish making the contracts? 

Mr. Koons. No, Mr. Steenerson; because we have made them with 
the larger companies. 

Mr. Steenerson. Would it take you longer to make contracts with 
the larger companies than with the smaller ones? 

Mr. Koons. Yes; but we could take them up by States and send 
a man to each State and make the contracts very fast. 

Mr. Steenerson. As a member of this board, you could not tell 
us how many months it would take to finish making those contracts, 
could you ? 

Mr. Koons. I should say four or five months. 

Mr. Steenerson. You could finish them in four or five months! 

Mr. Koons. Yes, sir. 

Mr. Si^enerson. You think in five months you will have that w«rk 
finished ? 

Mr. Koons. Yes, sir. 

Mr. Madden. I would like to ask Mr. Koons a question : Mr. Koons, 
did you hear the last witness's statement with respect to the method 
of organization and the improvement he thought would result to the 
service under Government control? 

Mr. Koons. I heard most of it, Mr. Madden. 

Mr. Madden. How does his statement strike you ; do you concur in 
what he says? 

Mr. Koons. Yes, sir ; his plan of organization, as near as I could 
understand, I think an excellent one. 

Mr. Madden. I am not talking about the plan of organization; I 
am talking about whether you are going to get better service than 
you are getting now if you continue the control? 

Mr. Koons. Yes, sir. 

Mr. Madden. Has it been the policy of the department to reduce 
the number of collections and deliveries in the mail service through- 
out the United States recently? 

Mr. Koons. In the mail service? 

Mr. Madden. Yes. 

Mr. Koons. No, sir. 

Mr. Madden. I wonder if there is any truth in this statement that 
is sent to the editors of the Boston newspapers: 

Is there a newspapers in this- city which has the courage to investigate the 
following charges and print the nnswers Why, when the Boston post office 
makes from $4 000,000 to $5,000,000 net returns each year, should they curtail 
the deliveries and collections one-third? In the main office alone there has 
been this week 15 regular carriers reduced to the substituts list, and their 
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work added to the remaining carriers, rendering it impossible for them to 
perform their duties in the efficient and satisfactory manner to which the pub- 
lic is accustomed and entitled. Boston's business district has for the last 25 
years received 7 deliveries daily; under this latest change they now receive 
but 5. 

Would the policy of the department be, if they had control of the 
telegraph and telephone system, to reduce the service to the extent 
that we would get three deliveries where we now get five, or five 
where we now get seven and charge an increased price for the 
service? 

Mr. Koons. Absolutely not. And I think in fairness to the Postal 
Service, I would like to insert that in the record and show exactly 
what occurred in Boston. I will add this, however, it is possible that 
15 carriers have been reduced to the substitute roll and that due to 
this fact : When a former employee returns from military service, he 
is immediately reinstated to his former position if he desires to bo 
reinstated, and that reduces the last person appointed to the substi- 
tute roll. That being true, there may have been 15 persons reduced 
to the substitute roll. 

Mr. Madden. I do not care anything about that side of it. I want 
to know whether the deliveries have been reduced, the number of de- 
liveries daily. I know it is true in Chicago that the number of de- 
liveries daily has been reduced. We do not get the service we used to 
get and do not get the deliveries we ought to get. And of course we 
can make a surplus in the Post Office Department if we do not make 
any deliveries. You can have it all surplus if you want to cut out 
the deliveries. 

Mr. Koons. I would be glad to put in the record, Mr. Madden, a 
statement in regard to the daily deliveries in those two cities. 

(The following statement was submitted by Mr. Koons and is 
herewith printed in full:) 

No complaints of deferred or omitted deliveries and no reduction in the 
carrier force. 

On the contrary 27 additional carriers have been appointed since September 1, 
1918, 24 of whom were chauffeurs. Three additional carriers were appointed 
September 1 to relieve conjestion at Hawthorne and Chicago Lawn Stations and 
Norwood and Edson Parks. In requesting these additional carriers, the pest- 
master states: 

" To give the necessary relief to the heavy districts without additional help 
would necessitate the reduction of service from three to two trips daily on a 
number of districts. Most of the three-trip districts at the station (Hawthorne) 
are generally closely built up, firms, of more or less importance located on many 
of them, and the amount of first-class mail involved warrants the continuance 
of the present service." 

Reports received from a number of business men at Chicago, of whom inquiry 
was made, show that the service in that city is very satisfactory. 

The records of the department show that the postmaster of Boston, under 
date of October 26, 1918, recommended a reduction in the number of deliveries 
from four to three trips daily on the 24 delivery routes in the residential section 
of South Boston. This recommendation was approved. Under date of October 
30, 1918, the postmaster at Boston recommended a reduction in the Mattapan 
-district, which is strictly residential, in the number of daily deliveries on 11 
routes from three to two trips. This recommendation was approved. 

JVfr. Madden. I would like to know when the reduced number of 
deliveries was made and what effect it has had on the service, for if 
we are getting continual complaints now on that situation with 
respect to mail deliveries, what can we hope for with Go vernmeat 
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control of the telegraph system ? To-day we are not getting any- 
thing like the mail service we ought to get, and if it is not as efficient 
as it should be, what is there to justify the hope that the Govern- 
ment control of the telephone and telegraph systems will make them 
more efficient than they are today ? 

Mr. Koons. In answer to that question, I would say this, the 
postal service, of course, has been operating during the war under 
war conditionsj and, granting for argument's sake — which I am not 
willing to admit — that its efficiency has been reduced, I venture the 
statement it has not been reduced to as great an extent as the effi- 
ciency of any other corporation or public utility. It is due the 
postal employees who have rendered such wonderful service that I 
majte that statement. 

Mr. Madden. Now, the question is, do you know anything about 
the rates? 

Mr. Koons. I am not en the rate committee. 

Mr. Madden. You do not know anything about the policy of Gov- 
ernment operation except in connection with the making of con- 
tracts? 

Mr. Koons. And the operation of the service. 

Mr. Madden. I am talking about the telegraph and telephone 
business. 

Mr. Koons. I say, to operate it at cost. 

Mr. Madden. But there has been an increase of rates in the toll 
service ? 

Mr. Koons. The Postmaster General approved the recommenda-' 
tion of the rate committee. 

Mr. Madden. And who did the rate committee get the information 
\£rom upon which to base an opinion that there should be an increase 
<)f rates? 

Mr. Koons. Mr. Holccmbe was a member of that committee. 
'' Mr. Madden. Do you know the percentage of increase made in the 
toll rates? 

' Mr. Koons. The rates were standardized and necessarily in some 
Jplaces they made considerable increases; in others considerable re- 
ductions. Of course, in any standardization of rates you can pick 
out a case here and there where there has. been a heavy increase. 
f Mr. Madden. The enly fair way to try this out and compare it is 
on the person to person rate. Now, if you take a rate where the 
charge is made whether you get the person or not, that is not a fair 
comparison, because there is no such charge made now under private 
control. If you take a station-to-station rate, without respect to 
whether you get the person or not, and make a charge for that, that 
is hot a fair comparison. But if you make the comparison between 
ihe person-to-person rate which exists to-day, and which has 'been 
•put into effect by the Government of the United States under the 
Postmaster General's control, and you found, the average inerf^e in 
ibo<=p rates has been 144 per cent, then there is some reason to inquire 
^hy? 

I Mr. K00N9. Is it your information the average increase has been 
that all over the United States? " 

«' Mr. Madden. That is what I figured it from the statements gi^fen 
to ns. I iust madfe a calculation the rates had been increased froiii 
100 to 180 per cent. 
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• Mr. Beakes. If I may make a statement, I watft tq state here Mr. 
Madden's figures were incorrect. He took a 3-minute rate and com- 
pared it with a 1-minute rate, which does not exist all over the 
fetate^ it exists only in certain places. And his comparison was 
made with a 3-minute person-to-persott rate against a 1-minnte 
person-to-person rate. 

; Mr. Madden. My computation of the increase was based on the 
figures that are in the order issued by the rate committee, or whoever 
issued it, that it was compulsory on the user of the telephone to 
make a 3-minute ccnnection; that on the other hand it was not com- 
pulsory, before that* to make more than a 1-minute connection. And 

the practice shows that 40 per cent of all the calls 

, Mr. Beakes. Bv one individual- — - 

Mr. Madden. The practice shows (I have been investigating it 
since) that 40 per cent of all the calls are concluded in 1 minute, 
And that this increased rate applies to 40 per cent of all the toll calls. 

Mr. Koons. Do you know to how many States that minute rate 
applies? 

Mr. Madden. I think it applies anywhere, because I have had 
many calls where they have just charged me for the time I used. 

Mr. Koons. My understanding is the minute rate applied only to 
the States of Minnesota and California. 

Mr. Madden. There may not be any regulation by the utility com- 
missions of other States; I do not konw whether there is or not; but 
the practice has been that they charged for the time you used the 
telephone, whether it was one minute, two minutes, or three minutes. 

Mr. Beakes. They charged for three minutes. 
-' Mr. Koons. They charged for three minutes. 

Mr. Madden. At any rate, even if it applied only to one State, I 
<Ho not agree to it. Now, I would like to ask you this question, 
whether you think it is an infinitely better business management for 
the Government of the United States to control these properties as a 
Nation-wide proposition than it is that they shall be regulated and 
controlled by the representatives of the people of the States, on the 
theory the Government of the United States is impersonal and can 
do no wrong and ought not to consult with the people and ascertain 
their wishes? 

Mr. Koons. I would like to answer that in two ways: First, it is 
ii universal service, or it should be a universal service and therefore 
it should be under national control. The second answer would be 
this, that in controlling the service, in its operation the wishes of 
the people should be considered. In connection with the question of 
the decentralization of the service, I heard the remarks or the other 
witness on the stand and I thoroughly agree with him about de- 
centralization ; but there is no service to-day, public or private, doing 
the business that the Post Office Department does, that is decentral- 
ized to the extent that is. You take the Bell Telephone system to- 
day, it is controlled from New York City; its management is cenr 
tralized. The same is true of each of the large telegraph companies, 
the Western Union and the Postal. The management should be 
centralized, but there is no reason why you can not decentralize op- 
erations and supervision of them. There is no reason why local com T 
munities and local needs should not be consulted and considered. 
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Mr. Madden. There is no reason why they should not be, but of 
course the practice has been and will be that when you want to get a 
question settled, and question of complaint or otherwise, that there 
is nobody in authority locally that can decide the question; thej 
must refer it to the head office in Washington and have to wait until 
the time comes when the head office has time to consider it and they 
consider it strictly from an impersonal standpoint and do not con- 
sider the wishes of the person at the other end of the line at all. I 
think you will agree to that? 

Mr. Koons. xou have no objection to my differing with you? 

Mr. Madden. Not a bit; I want you to differ with me if you do 
not think so. 

Mr. Koons. Notwithstanding the great respect I have for you, I 
do not agree with you on that, Mr. Madden. 

Mr. Madden. Oh, don't stand on your respect for me. 

Mr. Steenerson. You referred to the act in regard to protecting 
secrecy and the funds of these companies operated by the Govern- 
ment. I want to call your attention to section 2 of that act, of Octo- 
ber 29, 1918, which I wish to read, as follows: 

That whoever shall steal, purloin, embezzle, or without authority destroy any 
money, property, record, voucher, or valuable thing whatever of the moneys, 
goods, chattels, records, or property of any telephone or telegraph system 
operated by the Postmaster General under the act of Congress approved July 
16, 1918, and the proclamation of the President dated July 22, 1918, shall be 
fined not more than $5,000 or imprisoned not more than five years, or both. 

Now, how do you reconcile the contention of the Post Office De- 
partment, in face of that section, that these funds which are here 
defined as the property of the tel graph and telephone systems, 
operated bv the Government, are still the funds and property of the 
.United States? 

Mr. Koons. The funds received from the telephone companies in 
the operations of those properties and from which the Government 
must pay its operating expenses and the compensation for the use 
of these properties. 

Mr. Steenerson. You are aware that the department makes the 
contention that these funds are just as much Government funds as 
the postal receipts generally? 

Mr. Koons. If they were stolen the Government would be responsi- 
ble for them and it was to protect the funds and property during 
the time they were under Government control; that act only con- 
tinues during the Government's control of the properties. 

Mr. Steenerson. But this defines them as the property of the tele- 

f;raph and telephone companies. Congress here declared this to be 
or the protection of the property of the telegraph and telephone 
companies operated by the Government. 

Mr. Koons. They are the properties of the telegraph and telephone 
companies. 

Mr. Steenerson. And that is the reason why you do not come to 
Congress for the appropriation when you spend this money, isn't it? 

Mr. Koons. We operate them and tave operated them out of the 
operating revenues ; yes, sir. 

Mr. Steenerson. Yes; you do not ask Congress for an appropria- 
tion from these funds? 

Mr. Koons. No, sir. 
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Mr. Steenerson. And therefore you do not come within the con- 
stitutional provision that provides that all moneys in the United 
States Treasury must be spent and must be appropriated by Con- 
gress? 

Mr. Koons. That is correct. 

The Chairman. Are you asking a legal question, Mr. Steenerson ! 

Mr. Steenerson. I want to understand the attitude of the depart- 
ment. I understand they claim — I have seen another document 
here — that those are just as much postal funds as the receipts from 
ihe sale of postage stamps, but the receipts from the sale of postage 
stamps can not be expended or used without the consent of Congress. 

Mr. Koons. They are not part of the postal funds. 

Mr. Steenerson. They are not part of the postal funds; you do 
not claim that ? 

Mr. Koons. No, sir. 

Mr. Steenerson. Do you know whether it was claimed in a brief 
filed by your department in this suit ? 

Mr. Koons. I do not. That is a legal question. I have not passed 
on it, as I am not an attorney. 

Mr. Steenerson. I have a copy here, or at least an extract from it, 
where the contention is made that these funds are just as much 

Eostal funds as other ordinary funds of the Post Office Department; 
ut you do not view it that way? 

Mr. Koons. If they are part of the postal funds they would be 
created as part of the postal funds and appropriated for as part of 
the postal funds ; but they are not part of the postal funds. 

Mr. Steenerson. And you do not ask Congress to authorize the 
expenditure of them ? 

Mr. Koons. No, sir. 

Mr. Steenerson. Nor do you ask Congress to authorize the levy- 
ing of taxes in the shape of increased rates, which are analagous to 
increased postage rates ? 

Mr. Koons. That was not provided in the resolution. Of course, 
we are operating under the resolution as it passed Congress. 

Mr. Steenerson. But does the Post Office Department or the Post- 
master General hold these funds as part of the funds of the United 
States or funds of the telegraph and telephone companies ? 

Mr. Koons. They are considered as operating revenues of the tele- 
phone and telegraph companies from which we pay the operating 
expenses. 

Mr. Steenerson. Without asking authority of Congress? 

Mr. Koons. Yes, sir. 

Mr. Madden. Mr. Koons, will you tell me, if you can, whether the 
contracts thus far entered into with either the telegraph or telephone 
companies, obligate the Government to the payment of more or less 
than the receipts of the companies with which contracts have been 
made? 

Mr. Koons. They are made on the basis of the net earnings of 
each system so that each contract will take care of itself. Of course, 
some systems have months that are called " lean " months when the 
operating expenses exceed the revenues during that particular month. 

Mr. Madden. I am talking about the aggregate. 

Mr. Koons Oh, no. . 
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Mr. Madden. You mean to say you have not obligated the Govern- 
ment to pay more than the revenues with any company with which 
you have made a contract? 

Mr. Koons. What we believed the revenues would be. 

Mr. Madden. But you have obligated the Government to pay that 
amount, whether the revenues reach that sum or not? 

Mr. Koons. Absolutely, we have not. 

Mr. Steenerson. I understood the contract made with the Bell 
system, so far as the Bell system in Minnesota is concerned, would 
obligate the Government for over a million dollars a year loss on 
the Minnesota business? 

Mr. Koons. Our contract with the Bell system is for the entire 
system; there may be some points where it would not pay enough, 
but there would be other places that would pay more than enough. 

Mr. Steenerson. It was mentioned here the loss on the Minnesota 
business under this contract would amount to over a million dollars? 

Mr. Koons. That is true in Michigan. 

Mr. Steenerson. Was it true of Minnesota? 

Mr. Koons. I do not know whether it is true of Minnesota or not, 
Mr. Steenerson. 

Mr. Madden. Is there any contract entered into with any company 
out of which the revenues of other companies are taken to pay the. 
obligations under the contract? 

Mr. Koons. The contracts were entered into on the basis of each 
company, absolutely and independently of any other company. Of 
course, that charge has been made. 

Mr. Madden. No; it is not a charge; I am asking the question for 
information ? 

Mr. Koons. That has not been done. They are all made on the 
basis of the revenues of the particular company. I would make one 
exception, and that is the Postal Telegraph Co., on which we could 
not tell what the revenues were. 

Mr. Madden. The revenues showed on the face $4,269,000? 

Mr. Koons. It depends 

Mr. Madden. You can tell from the receipts ? 

Mr. Koons. It is from the receipts and expenditures. 

Mr. Madden. Isn't it a question of what value they are capital^ 
ized at? 

Mr. Koons. It is a question of receipts and expenditures. The 
returns to the Interstate Commerce Commission showed one thing 
and the returns made to us showed another, so that we made a ten- 
tative award and then asked them to take the case into the Court of 
Claims and we would assist them in every way to arrive at a proper 
basis. 

Mr. Madden. Assist to beat them? 

Mr. Koons. No, sir; assist them in their suit; the award would be 
made bv the court. 

Mr. Steenerson. With respect to the loss in Michigan, say a mil- 
lion or more, and the loss in Minnesota, assuming that to be a mil- 
lion : Where is the Government to get the money with which to pay 
the loss ? « 

Mr. Koons. In the case you mention, Mr. Steenerson, that is only 
one unit of a complete system. We Jiave a contract with the Bell 
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system for the complete system. And it would be the same for the 
Postal system; for instance, St. Paul — at the post office there it 
might be operated at a loss and at other places it would be operated 
at a profit, which would make up that deficit. 

Mr. Steener80n. But supposing the Bell system throughout the 
whole United States, under your contract, showed less receipts than 
you have money to pay them : Where is the money to come from ?• 

Mr. Koons. We do not anticipate that will happen. 

Mr, Steenerson. Suppose it did happen? 

Mr. Koons. It would have to be determined later. 

Mr. Steenerson. Would you come to Congress for an appropria- 
tion, or would you apply the surplus in the case of other companies 
that had a surplus ? 

Mr. Koons. We would have a right to consider the operating sur- 
plus as one fund and pay any indebtedness out of it. 

Mr. Steenerson. Ihen in that way you would protect the Gov- 
ernment against loss ? 

Mr. Koons. Yes. 

Mr. Madden. Suppose the operating revenues are not sufficient to 
meet the loss? 

Mr. Koons. Then we would have to come to Congress; they would 
have a claim against the United States. 

Mr. Madden. The same as the Railroad Administration had to 
come for $269,000,000 ? 

Mr. Koons. That coul.d be covered in one of two ways; either to 
come to Congress for an appropriation or they could bring suit in* 
the Court of Claims. 

The Chairman. Would you have a right to make that up by a 
change in the rates? 

Mr. Koons. Absolutely you have a right to make that up by in- 
creasing the rates. 

Mr. Madden. As to involving an increase in rates, how can you 
justify that; how can you justify increasing the rates in order to make 
up contract obligations you enter into with these companies, when 
they haven't made the money. What justifies the Postmaster Gen- 
eral in making a contract with any of those concerns for money they 
have not earned? 

Mr. Koons. They have earned the money; but you can not look for- 
ward and see what they are going to earn next year or six months 
from now. 

Mr. Madden. Then, if they do not make the return provided for 
in the contract, they should be scaled down that much, and the ordi- 
nary taxpayer should not be levied with it? 

Mr. Koons. I do not think that would be altogether a fair con- 
tract to the investor. 

Mr. Madden. But there are more people involved in this than the 
investor; the whole people of the United States are involved in this,- 
and have they no chance to be considered at all ? 

Mr. Koons. They have, absolutely; you have to consider it from> 
the standpoint of the investor and the public both. 

Mr. Madden. The public does not seem to be considered. You say, 
there is a chance of making up the deficit by increasing the rates, 
and who would pay the increased rates but the public? 
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Mr. Koons. Yes, sir ; but who would pay it under private owner- 
ship? 

Mr. Madden. There you would have a chance to draw against any 
deficit under private ownership and make the report show you* were 
giving a cheaper service and, perhaps, a better service without any 
additional tax. 

Mr. Koons. We have the same revenues to draw from as a private 
corporation, and if it is under private ownership and the law says 
you can increase the rates, and they have done it. 

Mr. Holland. I understood you to say just now that certain of 
the companies now, even if Government control was continued, 
desire certain extensions of their properties to be made. Am I 
right about that? 

Mr. Koons. It is necessary for all of them to make extensions to 
meet their growing business. Possibly what you have in mind, I 
may have said a combination of the properties. 

Mr. Holland. Can you tell me just exactly what extensions would 
probably be necessary? 

Mr. Koons. That I can not tell, because they are submitted to us 
by the companies each year, and they have not submitted the exten- 
sions for the next year. 

Mr. Black. We have the question of undertaking to institute the 
consolidations and other ideas that have been advanced here for the 
improvement of the service, and looking only to the question of the 
uncertainty that exists as it affects the financial operations of the 
companies, do you not think that to make this time until January 
1, 1920, would oe ample to take care of that particular feature of the 
matter ? 

Mr. Koons. I fear not. Most of the companies think the extension 
ought to be made for from two to five years. I would say this, in 
connection with that 

The Chairman. When you say most of them who is it wants the 
extension? 

Mr. Koons. The owners of the properties want the extension. 

The Chairman. The owners of the properties want the extension 
from two to five years ? 

Mr. Koons. Yes; and I will say this, Mr. Black, in answer to that, 
the telephone systems, the telegraph question, as well as the railroad 
question is one that will have to be considered by Congress. 

I do not mean necessarily Government ownership, but if the prop- 
erties go back, there will have to be some Federal control over them. 
If there is no extra session of Congress and the time is extended 
until the 1st of next January, that would only be a month after the 
convening of Congress. 

Mr. Black. My question was based on the assumption we would 
brush aside this question of monopolizing the whole thing, as to 
whether we wanted to do that, and leave that come up later for the 
people to pass upon it. And waiving that feature aside and looking 
only to the question of the uncertainty as it affects the telephone 
companies, would not the fixing of a definite period, we will say 
January 1, 1920, take care of that particular feature of uncertainty? 

Mr. Koons. Of course, possibly that feature would be taken care 
of; but as these properties are turned back of course you have to 
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deal with the larger systems and you have to deal with the 48 States 
themselves and the State laws of 48 States ; and they were gradually 
getting into the same condition that the railroads were. 

Mr. Black. I would not undertake to argue that question; I guess 
there would be the two viewpoints on that. 

Mr. Koons. Absolutely. 

Mr. Steenerson. There was another j>oint about this extension. 
This resolution of Congress which authorized the taking over of the 
telegraph and telephone companies contained the proviso " That 
nothing in this act shall be construed to amend, repeal, impair, or 
affect existing laws or powers of the States in relation to taxation 
or the lawful police regulations of the several States, except wherein 
such laws, powers, or regulations, may affect the transmission of 
Government communications, or the issue of stocks and bonds by 
such system or systems." Now, this authority that is now exercised 
over those properties is pursuant to this resolution? 

Mr. Koons. Yes, sir. 

Mr. Steenerson. And subject to this limitation? 

Mr. Koons. Yes, sir. 

Mr. Steenerson. Now, I understand that there is in many of the 
States a dispute about the rates; that many of those cases have been 
taken into court. That is true, is it not? 

Mr. Koons. Yes, sir. 

Mr. Steenerson. Perhaps half a dozen States have the Govern- 
ment now in litigation in the courts? 

Mr. Koons. That is correct. 

Mr. Steenerson. Now, the authority of Congress, under this reso- 
lution is simply exercised under the war power, as I understand you? 

Mr. Koons. Under the power of that resolution; yes, sir. 

Mr. Steenerson. And that if we extend the period of Government 
control beyond the declaration of peace, then that resolution would 
confer upon the Post Office Department or upon the Government 
control over these properties under the postal clause of the Consti- 
tution; because the war power would cease and Congress would 
therefore confer it under the power to establish post offices and post 
roads, under which it might oe supposed that the authority of the 
Government, through the Post Office Department, would be exclu- 
sive. And thereby, by passing such a resolution, we would affect 
the litigation now pending and prejudge it. Have you considered 
that ? 

Mr. Koons. I am not an attorney, Mr. Steenerson. 

Mr. Steenerson. No ; but then you are a member of this board and 
you are advocating this extension? 

Mr. Koons. I would not so construce this resolution, if you passed 
another resolution fixing the period, it simply amends that resolu- 
tion to that extent ? 

Mr. Steenerson. Do you think if such a resolution were passed it 
ought to contain such a limitation as the original law did? 

Mr. Koons. It would not affect that limitation at all; I would not 
have any objection to it being hooked onto it. 

Mr. Steenerson. But if this has vigor and force simply by reason 
of the war power and we extend it in times of peace, after peace is 
declared, shouldn't we base it upon the postal power? 

100392— 19— pt & 
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Mr. Koons. I see your point, and my judgment is this resolu- 
tion 

Mr. Steenerson. You would have no objection to putting in the 
same limitation in the resolution? 

Mr. Koons. No. 

Mr. Steenerson. The same as the joint resolution contained, in 
this act of July 16, 1918 ? 

Mr. Koons. No. 

Mr. Steenerson. Protecting the taxes of the States and the police 
power of the States ? 

Mr. Koons. No. Because this resolution was never considered by 
anyone as repealing that. 

Mr. Steenerson. You can see the fear we might take away what 
Congress has already preserved tothe States? 

Mr. Koons. I would have no objection to it; no, sir. 

Mr. Ramseyer. Do I understand you' to say that all the telephone 
and telegraph companies want a continuance of this control? 

Mr. Koons. Not all of them. 

Mr. Ramseyer. Most of them ? 

Mr. Koons. Most of them, is my understanding. 

Mr. Ramseyer. That is, representing nearly all the mileage of the 
country ? 

Mr. Koons. Yes, sir. 

Mr. Ramseyer. How have you found that out? 

Mr. Koons. I have asked them when they came to the department 
there, the people we deal with, is the way I have found it out. 

Mr. Ramseyer. That is, you have talked with responsible official^ 
of those large companies and they want a continuance? 

Mr. Koons. Yes. 

Mr. Ramseyer. Now, then, tell the committee why they want a 
continuance of this national control and for how long and foi* 
what purpose. - 

Mr. Koons. Because of the period of this uncertainty; because 
labor and industrial conditions — =— 

Mr. Ramseyer. Labor conditions — that is, they are afraid of ex- 
traordinary demands from labor for wages ? 

Mr. Koons. Not only that, but it is impossible to tell what the 
industrial and economic conditions of the country will be for the 
next year or two. 

Mr. Ramseyer. What do you mean by that? What are the ele- 
ments of danger in that ? 

Mr. Koons. In some places they say there is more labor than 
needed, and labor was never more restless than it is to-day. And 
this control should be extended during that period, whether that 
will be for six months or whether it will take two years is hard 
to tell. 

Mr. Ramseyer. Are the postal officials afraid the condition in 
this country which now prevails will develop into the condition 
wlrch prevails in Russia, Germany, and France^— bolshevism? : 

Mr. JKocns. I have more confidence in the intelligence of our 
people than that. 

Mr. Ramseyer. I am not talking about your confidence, but I 
will say the postal officials? 
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Mr. Kootfs. The postal officials are not, but they think there might 
be conditions whicn would not be anything like the conditions in 
Russia or Germany, but there is no question that the industrial 
conditions in this country during the next two years will be very 
serious. 

Mr. Ramseyer. Do you think industrial unrest would be allayed 
by the Government retaining control of these utilities? 

Mr. Kooks. I think the Government would be in a better posi- 
tion to handle this problem ; yes, sir. 

The Chairman. Will you state how many prominent men have 
advocated the Government ownership of telegraphs and telephones? 

Mr. Koons. That matter is fully covered in a historical resume to 
the report of a committee, of which I was a member, which was com- 
piled in November, 1913, and which, with your permission, I will 
insert in the record. 

The Chairman. You may do so. 

Historical Resume of the Agitation for Government Ownership of the 

Telegraph and Telephone in the United States. 

constitutional provision for postal establishment. 

Congress Is empowered by the Constitution " to establish post offices and post 
roads." 

It ha 8 been competently decided and long accepted that the power thus dele- 
gated to the National Government was that of transmitting intelligence and not 
merely of employing the then known means of transmitting intelligence. For 
the exercise of this power the Post Office Department was created. It was at 
first a small, crude office, Inadequate for even the primitive needs of the eight- 
eenth century. Mail of all kinds, including letters, was carried by private 
expresses, and it was not until 1845 that the Government assumed its constitu- 
tional monopoly of the transmission of intelligence, by prescribing penalties for 
the infringement of it. 

The Government has not been alert to incorporate in its system new means 
of administering the service intrusted to it, but has, necessarily perhaps, per- 
mitted private enterprise to supplement its service and to blaze the trail into 
untried fields of usefulness. It is well understood that the powers of the Fed- 
eral Government, so long as not exercised by it, may be assumed by the States 
and even by individuals. It is equally well understood that such powers, 
though long unused by the Federal Government, are never by that circumstance 
alienated. Vested rights can not possibly be acquired within the field of Federal 
prerogative. 

The Government does not now perform the full postal function assigned to it 
by the Constitution, though the Post Office Department has grown and devel- 
oped into an efficient organization with a vast field service reaching everywhere 
and is fully capable of controlling and operating every known instrumentality 
for the transmission of intelligence. Two essentially postal agencies, the tele- 
graph and the telephone, are owned and controlled by commercial companies. 
The private operation of these agencies is a far greater impairment of the 
postal revenues and a far more serious handicap to the universal and impartial 
extension of the Postal Service than was the operation of private expresses for 
carrying letters and packets against which the legislation of 1845 was effectu- 
ally directed. 

ELECTROMAGNETIC TELEGRAPH, 1843. 

The electrical discoveries and inventions of Morse and others were first prac- 
tically applied to the transmission of intelligence by the Government. On 
March 3, 1843, Congress appropriated $30,000 to test the practicability of the 
electromagnetic telegraph. A line was stretched under the direction of Prof. 
Morse between Washington and Baltimore, and on May 24, 1844, communica- 
tion was opened. Three days later the proceedings of the Democratic conven- 
tion, sitting at Baltimore, was reported in Washington by means of an instru- 
ment installed in the east end of the Capitol. 
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The Congressional Globe reports the following proceedings in the Senate on 
June 5, 1844: 

" The President pro tempore laid before the Senate a communication from the 
Treasury Department inclosing Prof. Morse's report of the completion of the 
electromagnetic telegraph from the city of Washington to the city of Baltimore, 
as authorized by the act of March 3, 1843. The Secretary of the Treasury 
ad interim, in making this communication, says: «* * * the perfect prac- 
ticability of the system has been fully and satisfactorily established by the 
work already completed. * * * » 

" The report— that is, by Prof. Morse— details the operation in bringing the 
experiment to a successful issue, and states * * * that of the $30,000 ap- 
propriated by Congress, $3,400 remains unexpended and will probably suffice for 
current expenses till Congress sees fit to extend the experiment." 

POSTAL NATI7BE OF THE TELEGKAPH. 

The postal nature of the telegraph was from the beginning clearly appre- 
hended. In the appropriation act of August 10, 1846, it is provided that " the 
proceeds of the telegraph between Washington City and Baltimore be, and the 
same are hereby, directed to be placed in the Treasury of the United States for 
the benefit of the Post Office Department in the same manner as other revenues 
from postage." 

There were not lacking in that day farsighted men who clearly saw the 
significance of the new invention and the political folly of relinquishing Gov- 
ernment ownership and control. Henry Clay advocated Government ownership 
of the telegraph in 1844, saying : " It is quite manifest it is destined to exert 
great influence on the business affairs of society. In the hands of private indi- 
viduals they will be able to monopolize intelligence and perform the greatest 
operations in commerce and other departments of business. I think such an 
engine should be exclusively under the control of the Government" 

REPORT OF POSTMASTER GENERAL JOHNSON, 1845. 

The then Postmaster General, Hon. Cave Johnson, in his annual report for 
the fiscal year 1845 urged that the control of so valuable an agency for the dif- 
fusion of intelligence should be left in the hands of the Government, where its 
operation would be conducted for the benefit of the public. Unfortunately, he 
was unable to foresee that such operation would ever become a source of rev- 
enue rather than of expense, and his pessimism regarding the financial phase 
of the telegraphic service undoubtedly had much to do with defeating the very 
recommendation that he urged on the broad ground of public policy. His com- 
plete statement on this subject is as follows : 

44 The electromagnetic telegraph, invented by Prof. Morse, and put in opera- 
tion between the cities of Washington and Baltimore under appropriations 
made by Congress, was placed under the superintendence of the Postmaster 
General by a clause in one of the appropriation acts of the 3d or March last. 
It had been in use the previous year under the direction of the Secretary of the 
Treasury, but had been conducted more with reference to the testing of its 
capabilities and such experiments as tended to perfect and improve its opera- 
tions. Having been transferred to the Post Office Department, I at once 
adopted regulations to bring it into constant service as a means of transmitting 
intelligence accessible to all, and prescribed the rates of postage. The copy of 
the order, which accompanies this report, marked * No. 11,' will show the regu- 
lations and the rates of postage adopted. One-half of the rates of postage sug- 
gested by Prof. Morse was adopted by me,' under the hope that it would greatly 
increase its revenues. It went into operation on the 1st of April, having ex- 
pended $680.15 before the charge of postage commenced. From the 1st of 
April to the 1st of October the expenditures amounted to $3,244.99, making the 
whole expenditure $3,925.14, while the revenues for the six months amounted 
to the sum of $413.44. 

44 In estimating the expenditures of this line the salary of Prof. Morse, per- 
haps, ought to be added. It was fixed by the regulations of the Treasury, and 
continued in estimates upon which the last appropriation was founded; and 
his time has been devoted to the general interests and improvements of the 
telegraph, and a portion of it spent in Europe, where, in his judgment, it could 
be more successfully done than here. 
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" I deem It my duty to bring to your notice the fact that the subject of tele- 
graphic communications, in their fullest extent, as made available by means 
of this extraordinary invention, is forcing itself upon the attention of the pub- 
lic. The proprietors of the patent securing the exclusive use of the telegraph 
have, since the last Congress, taken the most active measures to establish linea 
of communication between the principal cities of th& Union. Their success will 
introduce a means of communicating intelligence amply sufficient for a great 
variety of purposes and greatly superior in dispatch to those of the public 
mails, and must secure to itself much of the business that has heretofore been 
transacted through them, and to that extent diminish the revenues of the de- 
partment. 

" It becomes, then, a question of great importance. How far will the Govern- 
ment allow individuals to divide with it the business of transmitting intelli- 
gence — an important duty, confided to it by the Constitution, necessarily and 
properly exclusive? Or will it purchase the telegraph and conduct its opera- 
tions for the benefit of the public? Experience teaches that if individual en- 
terprise is allowed to perform such portions of the business of the Government 
as it may find for its advantage, the Government will soon be left to perform 
unprofitable portions of it only, and must be driven to abandon it entirely or 
carry it on at a heavy tax upon the public Treasury. In the hands of indi- 
viduals or associations the telegraph may become the most potent instrument 
the world ever knew to effect sudden and large speculations — to rob the many 
of their just advantages and concentrate them upon the few. If permitted by 
the Government to be thus held, the public can have no security that it will 
not be wielded for their injury rather than their benefit. The operation of the 
telegraph between this city and Baltimore has not satisfied me that under any 
rate of postages that can be adopted its revenues can be made to equal its ex- 
penditures. Its importance to the public does not consist in any probable in- 
come that can ever be derived from it; but as an agent vastly superior to any 
other ever devised by the genius of man for the diffusion of intelligence, which- 
may be accomplished with almost the rapidity of light to any part of the Re- 
public, its value in all commercial transactions, to individuals having the con* 
trol of jt, or to the Government in time of war, could not be estimated. The 
use of an instrument so powerful for good or for evil can not with safety to 
the people be left in the hands of private individuals uncontrolled by law." 

Order No. 11, to which reference is made by Mr. Johnson, is dated March 29, 
1845, and prescribes the salaries of Prof. S. F. B. Morse, superintendent, and his 
assistants ; provides rules for the administration of the service, and that — 

" For tlje transmission of each dispatch there shall be paid in advance, at the 
office from which it is sent by the applicant, one-quarter of 1 cent for each tele- 
graphic character. Upon the reception of a dispatch at either office it shall be 
the duty of the officers to have the same translated in a fair handwriting, care- 
fully enveloped and sealed, and the magnetic characters immeditely destroyed, 
and to place the dispatch in the hands of the penny post for delivery, who shall 
be entitled to receive the same compensation therefor as for the delivery of 
letters transmitted now by mail. 

* * > * * * * * 

" In consideration of the facilities allowed by the railroad company to the 
superintendent and his assistants in attending to the business of the telegraph, 
it is further ordered that the free use of the telegraph be conceded to said com- 
pany for the transmission of communications relating to the business of their 
road." 

PROPOSAL OF PROF. MORSE. 

Prof. Morse himself was impressed by the propriety of Government owner- 
ship of his invention and offered his patent to the Government for $100,000, 
saying that it was " an engine for good or evil, which all opinions seem to con* 
cur In desiring to have subject to the control of the Government, rather thB» 
have it in the hands of private individuals or associations." It is to be regretted 
that this proposal did not receive favorable consideration at the hands of Con>- 
gress, but it is to be noted that his own right to the exclusive telegraph ideat 
was disputed by other inventors and was to be the subject of protracted litiga- 
tion, so that the purchase of his patent did not present to Congress the clear-cut 
alternative that was to be desired in expending a large amount of Govern- 
ment funds for an intangible idea the value of which was at that tiime prob- 
lematical. 
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* 

CONGRESS AUTHORIZES SALE OF GOVERNMENT TELEGRAPH, 1846. 

T»k» to'cgrnph servic? between Washington and Baltimore was not self-sup- 
Tnrting, niul appropriations for its maintenance were made but grudgingly by 
C n cross. Every attempt lo secure legislation authorizing the building of 
additional lines failed. On June 19, 1846, the culmination of this short-sighted 
legislative policy was reacheH in the act of that date, appropriating — 

" For defryng the expenses of the magnetic telegraph from the city of Wash 
ington to Baltimore, $4,000; this appropriation to be available, if need be, be- 
fore the commencement of the next fiscal year : Provided, That the Postmaster 
General be, and he is hereby, authorized to let, for a limited time, the aforesaid 
telegraph to any person who will keep it in operation for its earnings; or he 
may, under direction of the President of the United States, sell the same." 

REPORT OF POSTMASTER GENERAL JOHNSON, 1810. 

In his report for the fiscal year ended June 30, 1846, Postmaster General 
Johnson reiterated his contention for a Government-owned telegraph: 

" In my last annual communication I brought to your notice this extraor- 
dinary invention of Prof. Morse for the transmission of intelligence; its im- 
portance in all commercial transactions to those having the control of it; and 
to the Government itself, particularly in a period of war. I then expressed the 
opinion that an instrument so powerful for good or for evil could not, with 
safety to the citizen, be permitted to remain in the hands of individuals un- 
controlled by law. Another year's experience gives additional weight to the 
opinions then expressed. 

44 Telegraphic lines have been established from New York to Boston, Buffalo, 
Philadelphia Baltimore, and Washington City ; and others are in contemplation 
from this city south and from Bufl'alo west, and will be extended to the princi- 
pal cities of The Union in a few years. It now enables those controlling it to 
transmit intelligence instantaneously between the different cities where it has 
been established, and to the important commercial points in the South and 
West several days in advance of the mails. The evils which the community 
may suffer, or the benefits which individuals may derive from the possession 
of such an instrument, under the control of private associations or incorpo- 
rated companies not controlled by law, can not be overestimated. 

44 1 may further add that the department, 'created under the Constitution 
and designed to exercise exclusive power for the transmission of intelligence, 
must necessarily be superseded in much of its most important business in a 
few years if the telegraph be permitted to remain under the control of in- 
dividuals. It is the settled conviction of the undersigned that the public in- 
terest, as well as the safety of the citizen, requires that the Government should 
get the exclusive control of it, by purchase or that its use should he subjected 
to the restraints of law. Entertaining these opinions, I addressed a letter to 
the president of the association owning the patent right, to ascertain, as far 
as practicable, the probable cost if Congress should be inclined to make the 
purchase. A copy of the reply is herewith communicated, marked 4 E.' 

"The association is willing to dispose of the right to the Government, but 
is unwilling to enter into any negotiation upon, the subject without authority 
first given by Congress. I also caused inquiries to be made, from the best 
sources of information, as to the cost of construction, the expense of keeping 
up the lines the profits, and the capability of such lines for the transmission 
of Intelligence. I have received replies, giving minute and detailed statements 
upon the subjects referred to, which remain on the files of the department for 
the use of Congress, should they be deemed necessary." 



8 ALE OF THE GOVERNMENT LINE, 1847. 

Nothing came of all these recommendations, however, and on March 4, 1847, 
the Postmaster General, confronted by a depressing condition of the postal 
finances and despairing of legislative support in prosecuting the enterprise as 
a part of the Postal Service, effected the sale of the Government line. 

This was the period of the Mexican War and of intense political rivalry and 
sectional controversy. It was also a period of unparalleled expansion. Rail- 
road building and other internal improvement was being prosecuted with dizzy 
acceleration. The wilderness of the West had become a kaleidoscope of develop- 
ment that was exhilarating and bewildering. In the midst of a host of seem- 
ingly greater issues Congress neglected the telegraph. 
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** WILD-CAT" DEVELOPMENT. 

But if the Government was slow to enter into the new enterprise, promoters 
and speculators eagerly seized upon the opportunity and organized companies 
for the extension of telegraphic communication. Questionable financial methods 
and unsubstantial building was characteristic of many of these companies, their 
object being rather to sell stock than to perform any real service to the public. 

RISE OF THE WESTEBN UNION AND THE ACT OF 1866. 

By 1866 these early "wild-cnt" concerns had been absorbed by the Western 
Union Telegraph Co., and an object lesson of the monopolistic tendency of the 
business was clearly presented. The widespread use during the war of tele- 
graphic lines and equipment by the Signal Corps had shown forcibly the public 
nature of the utility and the practicability of Government management. In 
that year Congress enacted the legislation in regard to the telegraph that is 
still in force : 

44 AN ACT To aid in the construction of telegraph lines, and to secure to the Government 
the use of the same for postal, military, and other purposes. 

" Be it enacted by the Senate and the House of Representatives of the United 
States of America in Congress assembled, That any telegraph company now 
organized, or which may hereafter be organized under the laws of any State 
of. this Union, shall have the right to construct, maintain; and operate lines 
of telegraph through and over any portion of the public domain of the United 
States, over and along any of the military or post roads of the United States 
which have been or may hereafter be declared such by act of Congress, ancl over, 
under, or across the navigable streams or waters of the United States: Provided, 
That such lines of telegraph shall be so constructed and maintained as not to 
obstruct the navigation of such streams and waters, or interfere with the ordi- 
nary travel on such military or post roads. Ancl any of said companies shall 
have the right to take and use from such public lands the necessary stone, tim- 
ber, and other materials for its posts, piers, stations, and other needful uses 
in the construction, maintenance, and operation of said lines of telegraph, and 
may preempt and use such portion of the unoccupied public lands subject to 
preemption through which its said lines of telegraph may be located as may 
be necessary for its stations, not exceeding 40 acres for each station; but such 
.stations shall not be within 15 miles of each other. 

• " Sec. 2. And be it further enacted, That telegraphic communications between 
the several departments of the Government of the United States and their offi- 
cers and agents shall, in their transmission over the lines of any of said com- 
panies, have priority over all other business, and shall be sent at rates to be 
annually fixed by the Postmaster General. 

• " Sec. 3. And be it further enacted, That the rights ancl privileges hereby 
granted shall not be transferred by any company acting under this act to any 
other corporation, association, or person : Provided, however, That the United 
States may at any time after the expiration of five years from the date of the 
passage of this act, for postal, military, or other purposes, purchase all the 
telegraph lines, property, and effects of any or all of said companies at an ap- 
praised value, to be ascertained by five competent, disinterested persons, two 
of whom shall be selected by the Postmaster General of the United States, two 
by the company interested, and one by the four so previously selected. 

44 Sec 4. And be it further enacted, That before any telegraph company shall 
exercise any of the powers or privileges conferred by this act, such company 
shall file their written acceptance with the Postmaster General of the restric- 
tions and obligations required by this act. 

" Approved, July 24, 1866." 

REPORT OF POSTMASTER GENERAL RANDALL, 1867. 

" Postmaster General Randall, in his report for the fiscal year ended June 30, 
1867, referred to the fact that the subject of connecting the telegraphic system 
of the countrv with the Postal Service had attracted public attention, and that 
it had recently transpired that the telegraphic system of Great Britain had been 
put in charge of the British post office department. After stating that it was 
a- matter of very great importance which ought to be thoroughly investigated 
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by Congress, he expressed the opinion that the most efficient mode of examina- 
tion of the subject would be the appointment of a special commission to inquire 
into the working of the new arrangement in Great Britain and into its feasi- 
bility in the United States and report to Congress. 

REPORTS OF POSTMASTER GENERAL CRESWELL, 1869 AND 1871. 

In his report for the fiscal year 1869 Postmaster General Creswell referred 
to the fact that his predecessor (Randall), under date of January 9, 1869, had 
addressed the Speaker of the House of Representatives in relation to the postal 
telegraph, inclosing a communication on the subject from Gardiner G. Hub- 
bard, of Boston, and stated that he should defer making any recommendation 
concerning it until a greater degree of efficiency could be attained in the Postal 
Service as then constituted. 

Mr. Creswell again refers to the subject in his report for the fiscal year 
ended June 30, 1871, and after discussing the progress of the regulation and 
control or the ownership and management of telegraph systems in foreign coun- 
tries, referring particularly to the operation of the system under the Govern- 
ment in Great Britain, which became effective February 5, 1870, he makes the 
following comment: 

"These facts, all tending with overwhelming force in one direction, demon- 
strate conclusively the utility of the postal telegraph for both Government and 
people. 

" Some may hesitate to adopt it in this country because of the great extent 
of our territory, the paucity of our population in certain large sections, and 
the great expense involved in extinguishing the rights of telegraph companies. 
The first two are pie same objections that were urged for many years against 
all ameliorations of our Postal Service; nevertheless postages have been 
cheapened and made uniform and at the same time the postal system has been 
maintained and improved. Rightly viewed, the extent of the country is a 
strong argument in favor of a postal telegraph and the additional facilities and 
uniform rates it will afford. It is only in countries of large extent that the 
value of instantaneous or nearly instantaneous communication can be appre- 
ciated. Who that desires to convey or acquire any information would hesitate 
between sending a telegram from New York to California in 7 minutes for 20 
cents and sending a letter in 7 days for 3 cents? Our sparse population is 
rapidly growing more dense by the acquisition of one million and a quarter of 
people per annum. As railroads are extended across the plains and through 
the mountains they banish solitude and reclaim the wilderness with a celerity 
unknown to men of the last generation. The emigrant of to-day moves as part 
of an organized community. The railroad preserves for him a channel of con- 
stant supply, and the telegraph keeps unbroken the communication between 
the new and the old homestead. Before many years we shall hear complaints, 
not that we have too much land but rather that we have not enough. It is true 
that a large sum of money will be required for the purchase of the present 
telegraph lines and their appurtenances. But if this be a difficulty, delay only 
magnifies it, for, admitting that the Government must at some time become the 
exclusive proprietor of the telegraphs, it is clear that every year will add to the 
amount of purchase money it will have to pay. The companies now in exist- 
ence will extend their operations and new companies well be organized from 
time to time, all of whom would demand compensation for a surrender of their 
privileges and property. I therefore deprecate further delay as injurious to 
the public interests." 

MESSAGE OF PRESIDENT GRANT, 1871. 

In transmitting to Congress this report of the Postmaster General, President 
Grant wrote: 

44 The suggestions of the Postmaster General for improvements in the depart- 
ment presided over by him are earnestly recommended to your special atten- 
tion; especially do I recommend favorable consideration of the plan for unit- 
ing the telegraphic system of the United States with the postal system. It is 
believed that by such a course the cost of telegraphing could be much reduced 
and the service as well, if not better, rendered. It would secure the further 
advantage of extending the telegraph through portions of the country where 
private enterprise will not construct it. Commerce, trade, and, above all, the 
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efforts to bring a people widely separated into a community of interest are 
always benefited by a rapid intercommunication." 

" WASHBURN " AND " HUBBARD " PLANS BEFORE CONGRESS, 1871-2. 

In the meantime the 5-year period stipulated in the act of 1866 hatl ex- 
pired and two distinct propositions were being urged in Congress. The first 
of these, indorsed by the President and the Postmaster General, was origi- 
nated by Hon. C. C. Washburn, of Wisconsin, and was twice submitted by 
him in the form of a bill. Mr. Washburn's plan contemplated that the Govern- 
ment should take possession and own the entire telegraph system of the coun- 
try and operate it as a part of the postal system. 

The second proposition was known as the " Hubbard " plan, from its having 
been originated by Gardiner G. Hubbard, of Boston. The details of this plan 
were included in December, 1872, in a bill entitled "A bill to connect the tele- 
graph with the Postal Service, and to reduce the rates of correspondence by 
telegraph." The plan proposed the incorporation of a private company to 
which should be granted special privileges by the Government, in return for 
which it should contract with the Post Office Department for the transaction 
of the telegraphic business of the country at certain specified rates. In other 
words the plan proposed some such contract relation between this company 
to be incorporated and the Postal Service as exists between the railroads and 
the Postal Service. 

The division of opinion on the part of those who favored a union of the 
telegraph with the Postal Service between these two plans of contract and 
ownership was a source of strength to those who opposed both plans. In a 
speech in the House of Representatives on January 27, 1872, Congressman 
Beck said that he believed — 

" Gen. Washburn in his report made it clear that the Hubbard scheme would 
accomplish nothing, while Mr. Palmer, in his report in behalf of that bill, made 
it clear that the Government's ownership plan is fraught with evil only." 

The popular demand for better and cheaper telegraph service had been stimu- 
lated by the acquisition in Great Britain in 1870 by the Government of all 
telegraph lines and the immediate betterment of telegraphic conditions in that 
country, but for the reason indicated and others no legislation was secured. 

REPORT OF POSTMASTER GENERAL CRESWELL, 187 2. 

In the report of Postmaster General Creswell for the year 1872 he deals at 
length with the subject of a Government telegraph. His discussion is intro- 
duced with a reference to his action in fixing rates for Government messages 
under authority of law, the protest on the part of the Western Union Telegraph 
Co., and the subsequent modification of the rates first proposed. Following this 
he adds — 

" Grave difficulties have arisen from time to time between the Government 
and certain of the telegraph companies, which have declined and still decline 
to furnish such facilities as are deemed essential to the perfect success of the 
Signal Service. 

" In my opinion, a Government telegraph affords the only safeguard against 
the continuance of such evils. While the embarrassment consequent on the 
attitude of the telegraph companies toward the Government demands prompt 
attention, it is but one of the many considerations which point to the adoption 
of a postal telegraph as a measure of immediate public necessity. 

" When, through the liberality of Congress, the first telegraph line had been 
constructed and the partial success of the Invention demonstrated, the question 
arose whether the Government should purchase the patent or relinquish to 
private parties the line which it had built. The reasons why the Government 
should assume control of this new means of transmitting intelligence were 
forcibly set forth in various letters of the inventor and in a report of the Ways 
and Means Committee of the House of Representatives. 

"The following paragraph of the report must now be read with peculiar 
interest : 

" ' The committee might easily add to the views and arguments which they 
have now presented others of a highly commanding character, especially those 
which relate to the extreme value of which the magnetic telegraph would be 
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in the emergencies of war, and its singular adaptedness to render our system 
of government easily and certainly maintainable over the immense space from 
the Atlantic to the Pacific which our territory covers. Doubt has been enter- 
tained by many patriotic minds how far the rapid, full, and thorough intercom- 
munication of thought and intelligence, so necessary to a people living under 
a common representative Republic, could be expected to take place througout 
such immense bounds. That doubt can no longer exist. It has been resolved 
and put an end to forever by the triumphant success of the electromagnetic 
telegraph of Prof. Morse, as already tested by the Government' 

" Owing to the slowness of the public to recognize the advantages of the 
new invention and the doubts cast on the feasibility of its operation over long 
distances, the course recommended by the committee was not adopted, and the 
line, built and for some time maintained at Government expense, was turned 
over to the holders of the patent. Since that day the above predictions have 
been gradunlly approaching realization, and many evils, unforseen by this 
committee, have grown up under corporate management of the telegraph sys- 
tem." 

. After comment on the rivalry of the telegraph with the mail, the defects and 
abuses of the telegraph under corporate management and oppressive tariffs, 
the report continues — 

" But perhaps the greatest evil of the American system in this regard is the 
utter lack of restraint upon the companies as to their charges. When the 
' exclusive right ' or patent, referred to in the report above quoted, expired 
it was believed that competition would afford a remedy for the evils which were 
even then oppressively felt by those who had occasion to use the telegraph. 
Events, however, have shown this be ief to have been unfounded. Although 
new companies have from time to time sprung up to divide the profits of 
telegraphy, they have generally proved short lived, and their reductions of 
tariff have been but temporary and within narrow limits. The vast extent of 
the lines of the companies now consolidated under the name of the Western 
Union has enabled them to reduce rates between places reached by the oppo- 
sition to a point which barely enables the latter to meet expenses without 
seriously impairing their own revenues. Incredible as it may appear, the 
official statements of the Western Union Co. show that their average receipt 
per message has been increased 11 cents, or near'y 20 per cent, since 1867, 
notwithstanding the undoubted reductions of tariff between important points. 
Whether this is due to the augmentation of rates between offices not reached 
by competition or to some other cause I do not know. 

" Not only has competition thus failed to affect the great mass of the tele- 
graphic business, but in addition there are evidences of a combination between 
the competing parties which has recently resulted in an advance of rates 
between points reached by the wires of both. The table (telegraphs, 5) gives 
a few specimens of rates in operation previous to and since the 1st of May, 
3872, which were fixed by agreement between companies formerly rivals. The 
movement is perfectly natural, and from the companies' standpoint justifiable, 
for it can not be expected that a tariff which is perhaps highly profitable to 
one company will pay on a divided business the more than doubled expenses 
of two, even if the capital invested in the opposition system could afford to 
wait for its dividend until the lines were so extended as to secure a fair share 
of patronage." 

The report then refers to certain abuses of the system, such as the improper 
use of telegraphic information, free messages, favoritism to customers, and 
the oppressive influence of telegraph companies upon newspapers. Referring 
to discussions in Congress upon the subject, the report continues — 

"The considerations above noted have long appealed to Congress for the 
establishment of a postal telegraph. The importance of the measure has been 
urged from all points of view — by State legis atures, by boards of trade, by 
commercial conventions, by the independent press, and by private persons, 
many of whom have beeen prominently identified with the pracical workings 
of the telegraph in this and other countries. The legislation of Congress, which 
had previously been confined to the liberal encouragement of the telegraph in 
private hands, was directed after the close of the rehelion toward its assump- 
tion by the Goverrment as part of the Post Office Establishment. Strenuous 
opposition was manifested to this proposal. The reasons alleged against its 
adoption were principally — 

' " 1. That the telegraph was essentially a private interest and should not be 
controlled by the Government, especially in a Republic. 



GOVERNMENT CONTROL OF TELEGRAPH AND TELEPHONE. 363 

"2. That under our political system a Government telegraph would be a 
•dangerous instrument In the hands of the party in power, increasing its 
patronage and permitting it to scrutinize and delay the messages of the 
opposition. 

44 3. That Government management, though more expensive, would be less 
efficient, and that the public would not be so well served thereby. 

"4. That the cost of the postal telegraph would be more than the finances 
•of the country would permit, particularly if, as was claimed, it could not be 
made self-supporting. 

"The first three of these objections were not deemed sufficient to counter- 
balance the advantages which the proposition offered. It was contended, and 
with effect that the business of telegraphing was substantially the same as 
letter carrying, and that no renson could be advanced in favor of governmental 
management of the one which did not apply with equal force to the other ; that 
the incorporation of the telegraphs with the post office would not at first add 
largely to the number cf officials, and that the technical training and experi- 
ence which there officials must have in order to perform their duties at all 
would preclude their selection for political reasons; that the simple precaution 
of timing the receipt, transmission, and delivery of messages would prevent 
their delay, and that their secrecy could be as effectually guarded by Govern- 
ment under restraint of law as it ever has been by private parties; that the 
S"mo motives for efficient management exist on the part of salaried officials, 
•whether in the employ of the Government or of a widely extended corporation ; 
that the people could exert a much greater influence on a Government depart- 
ment, through Congress and through the press, than they can upon a company 
managed in the interests of its stockholders, notwithstanding the legal re- 
sponsibility of the latter; that the consolidation of competing lines and the 
removal of the offices into the post offices would cause a large reduction in 
the expense of management; and that the employment of one st : iff for both 
postal and telegraphic service at perhaps two-thirds of the stations, besides 
further reducing the expenses would enable the department to pay better sala- 
ries than are now received by either class of employees, and secure greater 
efficiency. The fourth objection, supported as it was by statistics claiming to 
show that governmental telegraphs in Europe were not self-supporting, 
weighed strongly against immediate action on the proposition for a postal 
telegraph in this country." 

Reference is made to the provisions of the telegraph act of 1866, leading up 
to the following statement: 

" The time having now come, hi my opinion, when the benefits of a Govern- 
ment telegraph should be secured to the people, it is desirable that advantage 
should be taken of the provisions of this act and the lines of some or all of 
the above companies brought under control of this department. The other 
objections to such a course having, it is believed, been fully answered, it only 
remains to be shown that the expense of acquiring a comprehensive system of 
lines can be easily borne and that the system, once acquired, can be so man- 
aged as to realize from the receipts of the telegraph ifself sufficient, after meet- 
ing all expenses, to pay the interest on the purchase money, provide for all 
necessary annual extensions, and gradually to recover the principal, even at 
the greatly reduced rates which prevail in foreign countries. While the lim- 
ited data at my command will not permit me to give detailed estimates, my 
information on the subject is sufficiently accurate to enable me to lay before 
you the following general plan. Before it can be elaborated, it is necessary 
that I should be authorized to appoint the appraisers provided for in the act 
of 1866, and, in addition thereto, that a commission should be appointed to 
consist of three members, conversant with the subject, to examine the different 
systems of telegraphy, and to prepare a scheme for submission to Congress 
with the report of the appraisers." 

Mr. Creswell then states his views as to what is involved in the enforcement 
of the act of 1866, including the desirability and possibility of increasing tele- 
graphic facliities, the possibility of a reduction in rates, the probable increase 
in business, the estimated revenue and expenditures and the necessity of a 
Government telegraph in time of war. He then discusses the proposed incor- 
poration of "The Postal Telegraph Co.," presenting objections to the plan 
proposed, which contemplates the establishment of a telegraph company to. 
work its lines in connection with the Post Office Department. 
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REPORT OF POSTMASTER GENERAL CUES WELL, 1873. 

Postmaster General Creswell, in his report for the year 1873, again reiterates 
his views on a postal telegraph, which are summed up in the following para- 
graph : 

" The necessity for an efficient and cheap mode of telegraphic communication, 
which shall be beyond the control of private monopolies, and within the means 
of all, is daily becoming more apparent. Under the present management the 
use of the telegraph by the masses of the people is almost prohibited, by reason 
of arbitrary rates, unnecessarily high charges, and a want of facilities. This 
assertion is verified by the testimony of the president of the Western Union Co., 
who stated before a committee of Congress that, out of 40,000,000 of our popula- 
tion, only 1,000,000 use the telegraph at all. This Is certainly an anomalous 
^— condition of affairs among a peopl e the fir st in the world for I ntelligence and 
\business activity. It may, however, be regarded ag settled that, while under 
the control of private companies, whose chief object is to make a profit for their 
stockholders, and whose skill and labor are expended in efforts to advance the- 
prices of their stock, and to enforce the highest rates to which the public can- 
be made to submit, the telegraph will never become a general medium of corre- 
spondence. A Government postal telegraph is the only means by which the full 
advantage of this great invention can be secured ; for, wherever the telegraph is 
under Government management, it Is operated at its minimum cost, and the- 
people receive the benefit in low rates of transmission and in greatly extended 
facilities." 

He then discusses at some length the development of the telegraph and the- 
possibilities of its development, and takes the position that there are but two 
parties to the controversy, " on one side the people, on tte other the Western 
Union Telegraph Co.," and quotes the following from a report of the president 
of the Western Union Co., dated October 8, 1873: 

" The scale of rates fixed by competition on the most important routes and 
between the principal cities has been applied recently to the whole country east 
of the Rocky Mountains, so that the inducement to subscribe capital for the 
extension of competing lines in order to secure the benefit of competing rates no 
longer exists. At the rates now established, it is impossible for any competing 
company to realize profits, and some of them are known to be, and all are be- 
lieved to be, operating at a loss. As a result, the extension of competing linea 
has ceased, and it is not believed that capital can be found wherewith to inaugu- 
rate new enterprises in any quarter. The time is not distant, therefore, when 
the Western Union Co. will be without a substantial competitor in the conduct 
of a business which, notwithstanding the enormous growth of the last seven 
years, still is in its infancy. With the increase of lines already provided and: 
now in progress, the capacity of which the duplex apparatus hereinbefore spoken 
of will be able to double at small cost, it is believed that the constantly increas- 
ing volume of business, the growth of which will be stimulated by the present 
low and uniform rates, can be successfully handled with a less annual invest- 
ment in new construction than has heretofore been necessary ; so that with com- 
petition checked and in process of being extinguished, the percentage of ex- 
penses may be reduced, and the patience of the stockholders be rewarded at an 
early day by the resumption of regular dividends." 

After discussing the policy of the company, referring particularly to the frank 
statement of the president that the judicious use of complimentary franks 
among National, State, and municipal authorities has been the means of saving 
to the company many times the money value of the free service performed, Mr. 
Creswell concludes with the following: 

" The telegraph should be made a part of the postal system without further 
delay. As Congress does not seem inclined to exercise the discretion given In 
the third section of the act of July 24, 1866, to appoint appraisers to value the 
"lines, property, and effects" of the companies now in operation, and as the 
Western Union Co. appears to be unwilling to make a voluntary sale at a fair 
price, I recommend that provision be made by law for the immediate establish- 
ment of the postal telegraph, and for the construction of all such lines as may 
be needed, under the direction of competent officers of the Engineer Corps of 
the Army. The experience they acquired during the War of the Rebellion would 
enable them to do the work in the most economical and satisfactory manner." 

REPORT OF POSTMASTER GENERAL MAYNARD, 1880. 

The matter of Government control of the telegraph system of the country does 
not appear to have been again discussed in reports of the department until tu& 
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report of Postmaster General Maynard for the year 1880. He refers to a visit 
to the British post office and to the success of the operation of the telegraph 
system by the postal service of that country, and inquires — 

" Is it not time for us to renew the inquiry whether it is wise to leave this 
important instrument of correspondence in charge of corporations whose pri- 
mary object is gain to the managers and stockholders, and the convenience of 
the public secondary only? 

REPORT OF POSTHASTES GENERAL HOWE. 1882. 

In the report of the department for the fiscal year ended June 30, 1882, 
Mr. Maynard's successor, Mr. Howe, refers to tha consideration which was 
given in the past to the question by Postmasters General and committees of Con- 
gress, who have urged that the Post Office Department should take exclusive 
possession of the telegraph service, and stat3s that he is forced to the conclu- 
sion "that the time has fully come" when the telegraph and Postal Service 
should be embraced under one management. In summarizing the arguments 
presented he states, among other things, the following: 

" The business of the telegraph is inherently the same as that of the mail. 
It is to transmit messages from one person to another. That is the very 
purpose for which post offices and post roads are established. The power to 
establish is net limited to any particular modes of transmission. The tele- 
graph was net known when the Constitution was adopted. Neither was the 
railway. I can not doubt that the power to employ one is as clear as to em- 
ploy the ether. 

" If the union of the two services did not improve that of the telegraph at 
all, I think it would improve the Postal Service in some important respects. 
It would necessitate the employment of telegraph operators for postmasters 
in many offices. That would result in giving to the administration of not a 
few offices men who have learned to do one tiling in place of those who have 
never learned to do anything. If the two offices were united, whenever a mail 
-did not arrive on time the public thronging the post office would learn not 
merely that the mail had not arrived, but when it would arrive. 

******* 

" But a union of the two services would, I believe, improve the telegraph 
more than it would the Postal Service. 

" I prefer no accusation against the administration of the former service. 
Admitting it to be honest and efficient, the fact remains that it is not cheap, 
and under corporate control it can not be cheap. Rent for both services would 
cost but little more than the cost for one. So of fuel and of light. Where there 
is now a free delivery of mail, telegraph messages could be delivered at less 
cost by the post office than by a corporation. Besides, if the business was 
controlled by the Government there would be but a single management for the 
whole. The business is now charged with the cost of many different manage- 
ments. One direction is cheaper than several." 

Mr. Howe refers to the evil possibilities of continuance of the control of 
this facility by private interests, which would not exist if under Government 
■control, and concludes with the following: 

" It may be objected, and has been, thrt the measure proposed would largely 
extend the roll of Federal officials. That increase has doubtless been exag- 
gerated. At a very large percentage of the offices the telegraph operator 
would not supplement the postmaster, but would supplant him. Besides, I 
know of no law but necessity limiting the employment of officials. The Gov- 
ernment is not wise which employs a single officer not needed. It is unwise if 
it refuses to employ thousands when they are needed. 

"Within the life of this generation this Government employed more than 
2,500,000 officers. They were all armed. They did not destroy the country; 
they saved it. It is not difficult to find individuals who employ 1,000 men :md 
find profit in it. It does not become 50,000,000 to shrink from employing 
100,000 if they have need for their services." 



REPORT OF POSTMASTER GENERAL GRESHAM, 1883. 

The discussion of this subject by Postmaster General W. Q. Gresham, in 
his report for the year ending June 30, 1883, is particularly Interesting, because 
he presents the legal phases of the subject, and concludes that Congress has 
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the constitutional power to assume control of the telegraph, either by the* 
acquisition and operation of the existing lines or the construction of lines which 
would operate in competition with existing companies. The salient portions of 
his discussion are as follows : 

"The subject of telegraphy in connection with our postal system is one of 
special and increasing interest. It has in all its aspects and relations been so- 
fully discussed in the reports of this department, as well as in Congress and by 
the press, as to obviate the necessity of an elaborate presentation of it in this 
report. I may, however, remark that the impression widely prevails that our 
means of telegraphic communication should not be limited to such as are fur- 
nished by private companies which enjoy a monopoly and claim to be exempt 
from Government control in their relations with the public. Several substitutes 
for the present system have been suggested: (1) The acquisition and operation 
of the existing lines by the Government. (2 ) The construction by the Government 
of lines which it will operate in competition with existing companies. * * *" 
(The portion omitted relates to a plan for the creation of a company which will 
supply lines of telegraph to be operated by the Government. ) * * * 

" I merely state in the most general form the leading features of each of these 
plans. It will be perceived that they are essentially different. The first two- 
contemplate that the Government shall own and operate the lines, Including all 
the necessary apparatus ; "and the third that a company shall be employed to- 
perform the required service at a stipulated compensation. 

" The Constitution confers upon Congress the power to * establish post offices- 
and post roads,' * to regulate commerce among the several States/ and * to make 
all laws which shall be necessary and proper for carrying into execution * the 
expressly granted powers. 

* • The question arises whefuer, under such comprehensive terms, the proposed 
changes in the postal system are warranted by the Constitution. So far as the 
clause • relating to post offiees und- post roads is concerned, the subject has re- 
ceived careful consideration by committees of the House of Representatives. 
In speaking of the modes of transmitting Intelligence which have been intro- 
duced since the adoption of the Constitution, the Committee on Ways and 
Means, in a report submitted to the House more than 40 years ago, makes the 
following just remarks : 

" ' But though not anticipated or foreseen, these new and Improved modes 
were as clearly within the purview of the Constitution as were the older and 
less perfect ones with which our ancestors were familiar. * * * 

" • The same principle which justified and demanded the transf erance of the 
mail on many chief routes from the horse-drawn coach on common highways to 
steam-impelled vehicles on land and water is equally potent to warrant the 
calling of the electromagnetic telegraph in aid of the post office in discharge of 
its great function of rapidly transmitting correspondence and intelligence.' 

" The Committee on the Judiciary of the House in 1875, in an elaborate report 
in which the constitutional provision is discussed with marked ability, reached 
the same conclusion. 

" Our court of last resort, in Pensacola Telegraph Co. v. Western Union Tele- 
graph Co. (96 U. S., 1, 9), holds as follows: 'The powers thus granted are not 
confined to the instrumentalities of commerce or the postal service known or in 
use when the Constitution was adopted, but they keep pace with the progress of 
the country, and adapt themselves to the new developments of time and circum- 
stances. They extend from the horse with its rider to the stage coach, from the 
sailing vessel to the steamboat, from the coach and the steamboat to the rail- 
road, and from the railroad to the telegraph, as these new agencies are succes- 
sively brought into use to meet the demands of increasing population and 
wealth. They were intended for the government of the business to which they 
relate, at all times and under all circumstances. As they were intrusted to* 
the General Government for the good of the Nation, it is not only the right but 
the duty of Congress to see to it that intercourse among the States and the 
transmission of intelligence are not obstructed or unnecessarily encumbered bjr 
State legislation? 

" From the best consideration which I have been enabled to bestow upon the 
subject, I have reached the conclusion that Congress has the constitutional 
power in providing for the Postal Service of the country to avail itself of all the 
facilities devised by the inventive genius of modern times for transmitting mes- 
sages and intelligence, and that it has full authority to adopt either of the first 
two plans which I have mentioned. 
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"The third section of the act of July 24, 1866 (14 Stat, 22), secured to the 
United States, at any time after the expiration of five years from that date, the 
right to purchase at an appraised value * the lines, property, and effects ' of any 
or all the companies which, in the mode prescribed, availed themselves of the 
benefit and privileges conferred by the act. All the leading companies have 
accepted the act. Independently, however, of its provisions, the United States 
Government, by the exercise of its riarht of eminent domain, has the undoubted 
authority to appropriate property within the respective States for its own uses 
and to enable it to perform its proper functions' ' Such an authority,' says the 
Supreme Court, in Kohl v. United States (91 U. S., 367, 371), * is essential to its 
independent existence and perpetuity.' In whatever mode the existing lines be 
acquired, full compensation for them must be made. 

" From the earliest period it has been assumed, and in later times judicially 
determined, that the power of Congress over the postal system extends to the 
absolute prohibition of the business of carrying letters upon established post 
roads or roads parallel thereto. It therefore follows that if the telegraph be 
adopted as a branch of the postal service, all competition therewith may be 
prohibited. 

" The commerce clause of the Constitution, so far as it bears upon this ques- 
tion, remains to be considered. It has been determined by the Supreme Court 
that the telegraph is an instrument of commerce, and as such is subject to thfe 
regulating power of Congress. * A telegraph company,' says the court in Tele- 
graph Co. v. Texas (105 U. S., 460, 464), 'occupies the same relation to com- 
merce as a carrier of messages that a railroad company does as a carrier of 
goods. Both companies are instruments of commerce, and their business is 
commerce itself. They do their transportation in different ways, and their lia- 
bilities are in some respects different, but they are bbth indispensable to those 
engaged to any considerable extent in commercial pursuits.' That clause 
does n6t, however, authdrize the regulation t>f the business of transmitting mes- 
sages by telegraph between points wholly within a State. 

" The establishment and operation of a postal telegraph as a monopoly or in 
competition with private companies wou^ it is insisted, reduce rates which are 
now exorbitant and protect the public agWW the abuses and evils deemed to be 
inseparable from the service as it exists. In either event an enormous expense 
must be incurred. But without dwelling upon that consideration, it is clear 
that an efficient execution of either plan will necessarily involve the employment 
of a multitude of operators, messengers, mechanics, and ' laborers, and thus 
largely add to the patronage of the Government. An increase of that patronage 
beyond what is indispensable to the public service is to be deprecated and 
avoided, and it Is one of the dangers which threaten the purity and duration 
of our institutions. In Europe the telegraph is under the control of the public 
authorities. With us the administration is the Government in action, and may, 
for the time being and for all practical purposes, be considered the Government 
itself. In seasons of political excitement, and to some extent at other times, 
is there not ground for serious apprehensibn that the telegraph, under the 
exclusive control of the dominant party, might be abused to promote partisan 
purposes and perpetuate the power of the administration? But if it could be 
kept entirely free from such influence, I should hesitate to sanction a measure 
providing that the United States shall become the proprietor of telegraph lines 
and operate them by its officers and agents. 

* * * * * * * 

" As to telegraphic service wholly within the several States, unless the power 
to establish post offices and post roads be successfully invoked, the existing 
rates are beyond governmental control. The opinion has been advanced that 
inasmuch as Congress has authority to take charge of the telegraph as a part 
of the postal system, it may do nothing in that direction and yet prohibit citi- 
zens and private companies from engaging in the business, unless they comply 
with prescribed terms and conditions. It is said that the greater power neces- 
sarily Includes the less ; or, in other words, that the absolute power to prohibit 
Includes the limited power to regulate. This doctrine has evidently no appli- 
cation. It is only by exercising the power in some of the modes already dis- 
cussed, or in some other appropriate way, that the Government can prescribe 
terms upon which competition will be permitted or prohibit it altogether. When 
a line is neither owned, controlled, or operated by the Government, nor In its 
behalf, a telegraph company in the transaction of so much of its business as 
is confined within the limits of a State is beyond the reach of Congress. 
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" I hare endeavored to maintain the authority of Congress to assume control 
of the telegraph because it has been and still is seriously disputed. The.exist- 
ing companies operate their lines solely for the purpose of making money, and 
while it is doubtless true that their rates, as a whole, are unreasonable, yet in 
view of what has already been said, I do not think the evils complained of are 
so grievous as to call for congressional intervention." 

BLIL AND ARGUMENTS OF SENATOR HILL IN UNITED STATES SENATE, 1884. 

One of many bills introduced from time to time in Congress in the attempt 
to overcome the legislative inertia on the subject of postal telegraph was that 
presented on January 14, 1884, by Senator Hill of Colorado. Senator Hill's 
bill provided for the establishment of a system of postal telegraphs in the 
United States, and in supporting it he said that Governments everywhere had 
undertaken the management of the telegraph business and that — 

" In performing it they mainly act as agents of society, for the promotion 
of its happiness and prosperity, and not for their own aggrandizement. Even 
the direct raising of revenue is no longer a prime object, but only an incident 
of the service. The limits of political boundaries which confine the other func- 
tions of government have been by mutual consent broken over by the postal 
system, and it is now operating as a mighty force to bind together in amity the 
nations of the world. Upon Governments considered as mere instruments for 
the preservation of the peace the effect of cheap and frequent postal communi- 
cation has been to bring the people into closer relation, thus diminishing the 
chances of foreign and domestic troubles, and to make more easy the main- 
tenance of their ordinary powers by stimulating and giving greater play to the 
productive forces from which the revenues to support these powers must be 
provided." 

He pointed his opinion that .Government supervision of the telegraph would 
result in great benefits by a reference to the enormous increase in the postal 
business in this country and in Great Britain after a reduction in the rate 
of postage and the consequent quickening of commerce and business as well 
as the brightening of the ties of socij) life. 

The Senator stated that the direction of the first system of postal communi- 
cation in this country was assumed by the Continental Congress in ordinances 
which declared its functions to be " the communicating intelligence with regu- 
larity and dispatch- from one part to another of these United States." And by 
the Articles of Confederation the power of "establishing and regulating post 
oflVes from one State to another" was expressly committed to Congress. 
Although post roads were not mentioned in the Articles of Confederation, the 
power to establish them was necessarily presumed, and by the act of October 
18, 1782, an extended system of postal communication was put in operation. 
In the first draft of the Constitution there was a clause " Congress shall have 
power to establish post offices," but the words " and post roads " were added 
by a vote of the majority of the State delegations, and the. amendment was 
afterwards unanimously concurred in. In the first permanent act of Con- 
gress " to establish post offices and post roads within the United States," 
passed February 20, 1792, provision was made for the Postal Service " in 
packet boats or vessels passing by sea to and from the United States or from 
one point to another therein." The act of February 27, 1813, authorized the 
Postmaster General " to contract for carrying the mails of the United States 
in any steamboat or boats which are or may be established to ply between one 
post town and another post town." Penalties for the nondelivery of the mails 
within a certain time by persons employed on such boats were provided by the 
act of February 27, 1815, and by the act of March 23, 1823, it was enacted — 

" That all waters on which steamboats regularly pass from port to port shall 
be considered and established as post roads, subjects to the provisions con- 
tained in tl>e several acts regulating the Post Office Establishment." 

Senator Hill cited various other acts as evidence of the power of the Gov- 
ernment to designate different methods of transportation as post roads. 

In connection with the effort of the Government to acquire land in Cincin- 
nati, Ohio, for the erection of a Federal building, the Supreme Court, to whom 
the matter was brought, ruled — 

"When the power to establish post offices and to create courts within the 
States was conferred upon the Federal Government, included in it was au- 
thority to obtain sites for such offices and for courthouses, and to obtain them 
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by such means as were known and appropriate. The right of eminent domain 
was one of these means well known when the Constitution was adopted and 
employed to obtain lands for public uses. Its existence, therefore, in the 
grantee of that power ought not to be questioned." (Kohl v. The United 
States, 91 U. S. R., 372.) 

Senator Hill claimed that under this ruling there was no doubt that the 
courts would hold that the Government could acquire lands in the respective 
States to enable it to establish post roads in the States, even if it should be 
decided to designate telegraph lines as post roads. He stated that a reduction 
of telegraph rates under Government ownership would prove of inestimable 
value to the great mass of people who are unable to take advantage of it at 
present, due to the high rates charged. He called attention to the fact that 
if there was such a large increase in business in most of the foreign countries 
(where the distances are short) upon a reduction in rates, the amount of 
business in this country would be proportionately larger, due to the greater 
distances and the subsequent saving in time by the use of the telegraph. 

REPEATED ATTEMPTS TO SECUBE LEGISLATION. 

The attempt of Senator Hill to secure the desired legislation was unsuccess- 
ful, as have been some two dozen similar attempts since 1871. At least three- 
fourths of these bills have been favorably reported on by House and Senate 
committees. 

REPOBT OF POSTMASTER GENERAL WANAMAKER, 1889. 

In 1889 Postmaster General Wanamaker, in" reporting on an effort to secure 
reduced telegraph rates for the Government, says: 

"At the same time the Postmaster General sought consideration, first, for an 
exceptional rate for the department messages believed to be warranted by the 
rates to others and the assistance rendered by the Government to the tele- 
graph companies under the act of 1866; and second (incidentally and not con- 
nected with the subject of fixing rates), he endeavored to obtain consideration 
for a proposition to establish, not for Government business but for the people 
at large, a limited service at lower rates, using the post offices, stations, and 
ordinary deliveries of the post offices, according to a plan to be prepared for 
submission to the Fifty-first Congress. The idea was to connect the telegraph 
wires with all the free-delivery offices and to take messages at or about one- 
half the current rates, delivering by letter carriers by regular deliveries. 

" With no other liability for telegraphic messages than that for the ordinary 
mail; with no necessity for booking messages, or auditing and keeping cash 
accounts; by using postage stamps in payment as for letter postage, the cost 
of the service would be reduced and the rate could be fairly reduced on tele- 
graphic messages. The delivery of such telegraphic messages in another city 
on the day they originated seemed to me to offer an accommodation that vast 
numbers of people would avail themselves, of, especially for communications 
of a social and family nature, if the service could be performed at lower rates. 
The equipment of the post offices seemed to be all ready to do this cheaper 
service. 

"The negotiations were not fruitful, except in a general public discussion 
of the subject of telegraphy." 

Mr. Wanamaker then states how he arrived at the rates fixed and submits 
correspondence with the telegraph companies which contains valuable infor- 
mation applying to conditions existing at that time. Continuing his report, 
Mr. Wanamaker says: 

"I confess to a disappointment in that the negotiations with the Western 
Union Telegraph Co. did not lead to a scheme which I hoped to submit with 
this report for your approval, whereby the people at large could have the bene- 
fit of telegraphic service at popular rates. It is stated that merchants, bank- 
ers, and newspapers are now the principal customers of the telegraph companies 
in this country. The statistics of the telegraphic system of continental coun- 
tries show that a large proportion of the customers (50 per cent is stated by 
some persons) are family and social messages, and not from business sources. 
With a lower telegraphic rate and with stations at the windows of the post 
office, to which ladies are accustomed, an entirely new class of business would 

100392— 19— pt 3 7 



370 GOVERNMENT CONTROL OF TELEGRAPH AND TELEPHONE. 

grow up, affording great convenience to many not now in the habit of using 
the wires. The telegraph is defined to be ' an instrument for conveying intel- 
ligence beyond the limits of distance at which the voice is audible.' This defini- 
tion would apply equally to the post office, and is, in fact, the object for which 
the post office was established." 

" The great propriety and advantage of a united service can not be questioned 
from a point of convenience and economy to the people. There is no reason 
whatever why the night messages of the telegraph companies should not be 
delivered as postal matter by the first morning delivery of the carriers. This 
is proper post-office business, and would add to the profits of the department. 
The vast network of wires covering the country could easily reach many of 
the village post offices and benefit more people than by stopping at the railroad 
stations, which are often a mile or more distant from where the people live. 
An experiment could be easily and quickly made to ascertain whether the 
demand for cheaper telegraphic service exists as is claimed. It could be done 
without any outlay of money by the Government, and with no interference with 
existing telegraph interests, inasmuch as it would create, as stated, a new 
class of business. Moreover, many people becoming acquainted with the uses 
of the telegraph would wonder how they ever managed to get along without 
it, and would find themselves using the swifter service as well as the limited, 
and financially guaranteed messages would continue to be confined to and car- 
ried by the existing corporations. 

"A contract should be made with telegraph lines now in operation or that 
may be hereafter built, under advertisement and public bid, at the most favor- 
able rate that can be obtained in the same manner as the Post Office Depart- 
ment now contracts with railroad companies for the carrying of letters and 
postal cards, connecting the wires with free delivery and other designated post 
offices, and receiving messages to be delivered in each instance at the next 
carrier delivery after their receipt in the city to which they are sent. Some of 
the free-delivery offices deliver mail ten times a day, some six, and few les.s 
than four. A Washington message to New York or Boston, announcing that 
the sender is leaving by train and is to be met at the station, or any kind 
of message which will be in season if delivered the day of starting, would 
fall into one of several regular deliveries at tfye office connected by telegraph 
in the other city. The slower service would answer all purposes for num- 
bers of people. No additional expense is required for office or clerk hire. 
One expert telegrapher could be selected when the postal clerks are appointed. 
If there was sufficient telegraphic business wholly to employ one man's time, 
so much the better. A clerk could be assigned for this particular work and the 
service would be that much more likely to be profitable. Repeating the fact 
of no other responsibility in this limited telegraph bureau than that for ordi- 
nary mail ; no expensive system of copying and recording by using postage 
stamps for payments; no cash accounting needed — the low expenses would 
justify low rates for the people's benefit. It is believed that a rate of 1 cent 
a word would make a self-sustaining service and in a short time be a source 
of profit. If each money-order office sent but three messages per day there 
would be 27,000 messages, which would be a good business. Connecting the 
money-order offices by wire, payments of money could be telegraphed by pri- 
vate code to various points free, or at a trifling cost, and add to the convenience 
of many people. 

" I respectfully ask that such legislation be enacted as is necessary to em- 
power the Postmaster General to enter into contract with responsible parties 
for a term not exceeding five years, with a privilege of renewal, on conditions 
favorable to the Government, for the purpose of establishing a limited post 
and telegraph service." 

REPORT OF POSTMASTER GENERAL WANAMAKER, 1890. 

In 1890 Mr. Wanamaker again urges the control of the telegraph by the Post 
Office Department through contracting with telegraph companies to furnish 
lines, instruments, and operators, and to transmit messages at rates fixed by 
the Government, all of which would go to the contracting company except 2 
cents per message, which would be retained by the Post Office Department to 
cover the expense of collecting and distributing. He argues that the people 
have the right to the use of the plant of the Postal Service as a means of re- 
ducing he cost of telegraphic correspondence and for the instant transmission 
of postal money orders, and in answer to certain objections to Government con- 
trol of the telegraph, says — 
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" Certain limited classes are against this consolidation, but the masses of the 
people are strongly for it. It is not possible to take an accurate census of those 
favoring or opposing it, but any disinterested person may discover the trend 
of feeling that has set in. That man must be willfully blind who does not 
see the vast and rising tide of public sentiment against monopoly. Here 
is a purpose of the people, and no man or set of men can turn it aside. In 
one form or another the public imperatively demands cheaper telegraphy, 
and the Post Office Department can supply it at less cost than any corpora- 
tion, unless the latter has rent, light, and fuel free, and carriers and clerks 
without pay. It has been argued that it is not the business of the Government 
to operate the telegraph, but the Government of this and every other country 
controls the mail service and stoutly claims that the general welfare is pro- 
moted by managing the transmission of correspondence. In pursuing that 
object it puts on mails at great cost, cheapens postage, and constantly adds 
facilities for ready communication. The general welfare will be similarly 
promoted by going one step further and giving the quickest of all modes of 
communication, namely, cheap telegraphic facilities, as it does mails, at points 
not profitable for private capital to reach, as well as at all other points. If 
mails were only run to self-sustaining or profit-making points, the extent of 
the service would be cut off 40 per cent. The postal system is not a scheme 
for profit. If it were, newspapers and books would pay their proportionate cost 
and either a large annual surplus would appear in these reports or the free 
delivery would be extended universally. The Postal Service is the Govern- 
ment's kind hand, protecting and promoting the correspondence of its people, 
and communication by telegraph as well as by mail is essential to its best 
development. 

"An objection urged by the above-referred-to class of persons against the as- 
sumption of any telegraph business by the Government is that the telegraph 
would be in the hands of the party in power and liable to corrupt use in times 
of political excitement. This is more specious than sound. The Postal Service 
is in the hands of the party in power and liable to the same abuse. Stringent 
laws and penalties hedge around the postal system, jealous eyes watch it, 
and it is ever open to public observation and inquiry. The telegraph business, 
in the hands of private individuals, is not so hedged about and it is much more 
likely to be used for corrupt purposes. 

"Another specious objection is that the Government ought not to compete 
with existing companies. But the people have rights and interests as well 
as the telegraph companies. In 1866 it was proposed to assume control of the 
telegraph lines; but it was then held by these companies that they should be 
permitted to realize some profit on their investments, and by act of Congress 
five years were allowed for that purpose, since which time the people have 
paid rates (in many cases and at many points excessive) that have earned 
over $100,000,000, which has been divided among stockholders or added to 
telegraph plants. The companies have been permitted to enjoy these valuable 
franchises for a quarter of a century instead of five years. Even now it is 
not proposed to take these properties out of the hands of their owners, but to 
open to them and to the public the privilege of bidding for telegraph service 
on a modified scale, which will not, it is practically certain, interfere with the 
service now existing. 

" It is sometimes maintained that the telegraphic service can be performed 
more cheaply by private hands. If this objection is good, it holds against 
all kinds of Government work. The public revenue ought to be collected by 
private hands. The laws ought to be administered by contracting parties. 
A banking firm ought to manage the Treasury, and the postal business should 
be handled by a syndicate. The question is, What is the best and safest for 
the public interest, as well as what can the general public afford to use? No 
one believes that the mail service would have been so widely extended by any 
private corporation that had to pay dividends to its stockholders. One-cent 
postage would never come if the post-office business were in the hands of a 
money-making corporation. It is for the interest of a private company to 
extend its business only so fast and so far as it is profitable; it is the aim of 
the Government to extend its service wherever it is actually needed. These 
further objections are made: Large outlays of money and an increase of Gov- 
ernment patronage. Both fall to the ground, because, under the plan proposed, 
it is not intended to buy or build telegraph lines but to contract with existing 
companies, or such as may hereafter be established; and such contracts would 
provide not only telegraphic lines but instruments and clerks to operate them, 
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except at small offices, where the postmaster or one of his clerks would also 
be paid by the telegraph company to act as operator Therefore, there could 
be no drafts on the Treasury or additions to the civil list, except as the general 
service grew, and it is growing every day now. The contracting telegraph 
company would furnish lines, instruments, and operators, and transmit the 
messages at rates fixed by the Government, all of which would go to the com- 
pany except 2 cents per message, which would be retained by the Post Office 
Department to cover its expense in collecting and distributing. 

" In brief, this is the plan proposed. There would be no outlay of money, 
no appointment of clerks, and no financial liability. The persistent misstate- 
ment of the facts at the outset led to some misunderstandings on the part of a 
small portion of the public. The actual plan is surely entitled to a just state- 
ment and a fair consideration. If there is a better one it will be quickly 
discovered and adopted. Mriny boards of trade, chambers of commerce, and 
trade and labor organizations throughout the country have, during the past 
year, passed resolutions demanding postal telegraph in this or some other form. 
The subject was considered by the Committee on the Post Office and Post 
Roads of the House, but was not acted upon beyond granting hearings to the 
parties interested. The Committee on Post Offices and Post Roads of the 
Senate reported the bill unanimously. 

"A few facts from the last official report of the postmaster general of Great 
. Britain, dated August 11, 1890, controvert the somewhat accepted opinion that 
the English system of postal telegraphy is a great expense to the Government 
and* a failure. The increase in the number of inland and foreign telegrams 
was 8.5 and 8.1, respectively. The number of telegrams on the business of rail- 
way companies, transmitted without charge by the post office under obligations 
Incurred when the use of their system was acquired by the Government, in- 
creased nearly 17 per cent. Press telegrams are transmitted at very low rates 
and at considerable loss to the revenue. In spite of this free and losing busi- 
ness, however, the English postal telegraph was practically self-supporting in 
1887-88, showed a large profit In 1888-89, and cleared over $500,000 in 1889-90. 
This, to be sure, is making no charge for interest on the outlay; but it may 
be answered that the full interest on the cost of the plant can not be fairly 
charged to the expense account, because, as Is universally admitted, the Gov- 
ernment paid an excessively high price for the old telegraph lines. 

" The relation of the receipts and expenditures of the English system during 
the past three years is given in the following table : 



Year. 



1887-88. 
1888-89. 
1889-90. 



Receipts. 



£1,992.949 
2.129,965 
2,38^.836 



Expendi- 
tures. 



£1,999,033 
2.041.361 
2,262,310 



" It is to be observed that the business of the English newspapers, as well 
as the foreign, railway, Government, and ordinary business, was done, and 
done acceptably, though at a loss to the revenue ; and it may be repeated that 
this real Government-telegraph system, in spite of its large free and under- 
cost business, pays its way, leaving a gradually increasing surplus to be ap- 
plied to interest account on the investment, which is unusual in Government 
works. The telegraph scheme which I advocate could never fail to pay Its 
way from beginning to end, because the very fact that a postal-telegraph stamp 
had been put upon a telegram would imply that the expense of collecting, 
transmitting, and delivering the telegram had been paid in advance. The 
limited plan, in other words, collects as it goes for exactly what it does. To 
draw another parallel from the English system, which is necessarily not so 
free from the red tape of Government control as the contract scheme would 
be in this country, it may be pointed out that the general telegraph business, 
whether commercial, social, or press, could be handled more expeditiously than 
under the present entirely private system, because the delay in accounting 
would disappear with the advent of the postal-telegraph stamp." 

BEPOBT OF POSTMASTER GENERAL WANAMAKEB, 1891. 

Taking up this subject again in 1891, Mr. Wanamaker urges Government 
control of the telephone system, as well as the telegraph system, and deals 
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particularly with reference .to the objection that such course is unconstitu- 
tional : 

44 The Federal Constitution declares that Congress shall have power to 
establish post offices and post roads. (Const. U. S., art 1, sec. 8.) The general 
interpretation of this has been that it not only confers the power but makes 
it a duty, to establish a suitable and efficient postal service throughout the 
country, and while it holds a monopoly of the postal service it is bound to 
adopt all the means that invention and experience have discovered to trans- 
mit intelligence between the people. The Hon. Walter Clark, associate justice 
of the Supreme Court of North Carolina, in an admirable paper addressed to 
me some time ago on this subject, to which I am indebted for several sugges- 
tions or quotations that follow, says in substance that nothing in this clause 
of the Constitution restricts Congress to the use of particular methods. 

" The framers of the Constitution, when they instituted the Postal Service, 
probably never dreamed of postage stamps, registered letters, free delivery, 
railway post-office cars, canceling machines, and the modern conveniences in 
use to-day to dispatch the mails. All details were left succeeding generations 
to work out according to the needs of the times. Who could suppose that mails 
in this age might go entirely upon horseback or by coach, as they did 100 years 
ago? The man who attempted to manage a large business to-day by the old 
methods would be bankrupt in a short time. Sir Rowland Hill proved in Eng- 
land that cheaper and uniform postage was feasible. Thereafter similar meas- 
ures were approved by Congress for this country. Steam came into use as a 
motive power, and Congress quickly ordered it to be employed as an agency 
of the Postal Service. Every other improvement that appears is favorably con- 
sidered and v applied if practical to the postal w r ork. 

44 The one potent agency and the only one that remains beyond our reach is 
electricity. Its practical value has been known for half a century, but the 
department stands in relation to it where it stood 50 years ago. The business 
of the entire world is to-day so dependent upon electricity, that its withdrawal 
would seriously affect almost every interest that exists; yet the chief servant 
of all the people, the post office, which by its equipment is able to make the 
largest and most beneficent use of it, is so limited in its authority that it can 
only adopt the slower methods and a man out of money in San Francisco must 
stop six days and pay $10 board while he waits on the mail to bring a $20 money 
order from New York. The reason is known to all men. 

44 To say that Congress has refused to sanction its use in the Postal Service 
because such an act would be unconstitutional is not true. From many pages 
-of legal authorities the contrary appears. The clause of the Constitution is 
understood to be mandatory upon the National Government to provide a postal 
service, since in the face of that provision neither of the States, corporations, or 
private companies may do so. Therefore, it might be more truly said that it is 
unconstitutional for the Government not to adopt, in the fulfillment of its duty 
to the people, the best modes of transmitting correspondence that appear in 
each age. 

44 The first telegraph was operated by the Post Office Department, and it was 
an evil hour for the people when, against the protest of the Postmaster Gen- 
eral, it was surrendered. I want to see the two great servants for the people — 
the post office and the telegraph — reunited, and the telephone brought in to 
enhance the value of the combination. Public interests, private needs, and the 
popular will call for these agencies to perfect the great postal system of this 
country. The longer their employment is delayed the greater the aggravation 
and injustice to the people, and the costlier it will be to secure them. Sixty-four 
million of people are taxing themselves to-day, and to the amount of $70,000,000 
annually, to maintain the post-office plant, and are denied the right to vitalize 
this magnificent machinery with the mightiest force which science has given to 
render that machinery most effective-. 

44 It is a surprise to other great nations that America should lag behind in a 
form of enterprise that is no longer an experiment, and a cause of remark 
that the people do not rise up to demand cheaper telegraph, through the con- 
venience and economies of the- Post Office Department. Great Britain and Ire- 
land enjoy a rate, uniform like postage, of sixpence for 12 words to any dis- 
tance. Germany has about the same rate, and in Austria the rate is lower. In 
France and Belgium the rate is under 10 cents (half a franc) for 10 words, 
between any two points ; and at these rates it is said the telegraph is a profitable 
adjunct to the postal system. 
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• 

" Is it creditable to our statesmanship to support the Postal System at such 
large expense and fail to use it at its full capacity when other nations have 
utilized this agency for the benefit of the people with such signal success? To 
ascertain that the people want it one only has to ask the first 100 intelligent 
men he meets to find an almost unanimous demand for cheaper telegraphy. 
Every new settlement in our distant Territories, every extension of the bound- 
aries of our growing cities, every Increase in the trade and commerce of the 
country make the telegraph more and more indispensable to the people in 
cheaper messages of few words for the poor, who sometimes have need for 
messages of anxious affection or urgent affairs and in messages at present 
rates, but of twice as many words, for the rich, who are conducting business 
enterprises. For the quick transfer of money from money-order offices it is 
imperatively necessary. 

44 The electric current belongs to the people by right and Is bound to become 
their servant, not of a class, nor of one sixty-fourth part of the population, as at 
present. So soon as the post office can blend it with Its own system, and use Its 
own forces already under pay, telegraphic rate will be reduced. Most adroit 
opponents of postal telegraph couple with it a like regulation of the railroads, 
but the Government already employs the railroads as post roads, and the form 
in which it is proposed to contract with telegraph companies is precisely the 
same as that by which we have employed railroads ever since they were built. 
The business of the railroad is to carry freight and passengers, which is foreign 
to the purposes of a post office. This is not true of the telegraph or telephone, 
both of which, by their very nature, are limited to the service of cheap and 
rapid exchange of communication between the people, and this is what the 
post office was founded for. 

14 To propose to include in the problem the transfer to Government ownership 
of bake shops or breweries or anything else is an attempt to conceal the real 
issue, unless it can be shown that such agencies are necessary to enable the 
Government to perform its constitutional functions. Any argument that can 
justly be made against the union of the telegraph with the post office applies 
with equal force against the administration of the post office itself by the 
Government. 

41 In the very nature of things, if the post-office work were turned over to-day 

to any monopoly operated for private profit, there would be hundreds of large 

sections of the United States deprived of post-office facilities altogether to save 

the enormous expense now incurred in reaching the remote points. The postage 

between large cities would be afforded at present rates, but in all the country 

districts postage rates would advance, and rise higher and higher, according to 

distance from railroads. Who would choose to go back to the postal system of 

long ago? Why should we meekly suffer a telegraphic system based on similar 

principles? Without restating the arguments in my former reports, which I 

still consider unanswerable, in favor of bringing the telegraph and post office 

together. I reaffirm them all with increased emphasis, and upon the same lines, 

and add, further, my belief that the time has come to join to the post office the 

use of the telephone. 

******* 

44 In America in 1870, 10,646,000 telegrams were transmitted, or about one to 
every four of the population. Under the corporate system fewer telegrams were 
sent in England than in America, but after the union of the telegraph with the 
postal service the number rapidly increased, and now nearly twice as many are 
sent in England as in America in proportion to population. In the year 1884r-85, 
33,278,000 telegrams were transmitted in Great Britain; in the year 1890-91, 
66,400,000, an increase of 100 per cent in six years. In America, in 1885, 
42,096,000 telegrams were transmitted ; in 1891, 59,148,000, an increase of only 
40 per cent. Now, contrast the business of the post office of the two countries 
during the same time. The increase in the number of letters and pieces trans- 
mitted in our post office was 1,718,728,895, or 65 per cent; in Great Britain the 
increase was 616,310,383, or 31 per cent. 

44 The growth of the telegraphic business in America is much less rapid than 
the postal service, or the railroad or steamships, or any other large public busi- 
ness. The reason is evident, for the telegraph is the only public business car-' 
ried on by private parties without competition, unless the telephone should 
be considered public business. There is more need of the telegraph in America 
than in England, as our population is more widely dispersed, and its value de- 
pends on the time gained over the mail. In England it is reckoned by minutes, 
but the rates are so low that its use is general, and it is rapidly increasing. 
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In America the time saved is counted by hours and days, but the rates are so 

high that it is used mainly by speculators. The growth of the telegraph Is much 

less rapid than in England. 

******* 

"There are about 64,329 post offices in this country and 20,098 telegraph 
offices, a large proportion in railroad stations remote from business centers 
where the service is performed by railroad officials. The business of the post 
office and telegraph depends largely upon the facilities offered to the public. 
Where there is neither post office nor telegraph office there will not be any 
correspondence to speak of. Give the same community proper facilities and a 
large correspondence will develop. In England the telegraph offices are accessible 
to the people. In America the average distance to telegraph offices from the 
post office is about 7 miles, as proven by recent reliable reports. If each of the 
64,329 post offices transmitted only three telegrams a day it would amount to 
70,000,000 a year, or nearly 20 per cent more than are now sent. The larger 
proportion would be in addition to those now sent, for a new business would 
be created by the new facilities. Who can doubt that on an average four tele- 
grams would be sent per day from these offices? 

" Over seven times as many messages are sent to-day as were sent 22 years 
ago, and yet the population has not nearly doubled. Many petitions were pre- 
sented to the last Congress in favor of a postal telegraph, and but very few in 
opposition. Many newspapers believe that they are dependent upon the Western 
Union Telegraph Co. for news and naturally oppose the postal-telegraph system, 
but a larger number of papers of lesser circulation favor the postal-telegraph 
system. It is emphatically a measure of the people and for the people, and is not 
and has not and can not be made a party measure. 

" The union of the two systems has been advocated at different times by Post- 
masters General of each of the two great political parties. A bill providing for 
this union unanimously passed the Senate Committee on Post Offices and Post 
Roads at the last session of Congres, and though the bill was defeated in the 
House committee there was no division on party lines. 

" The rapid transmission of correspondence is a part of the business and 
proper duty of the Post Office Department, and it does not fulfill its functions 
or perform its full duty until it operates the telegraph, the most rapid means of 
transmission of intelligence. The press Is more deeply interested in the union 
than the people, because it is dependent in large measure for telegraphic news." 

REPOKT OF POSTMASTER GENERAL WANAMAKER, 1892. 

t 

In the concluding report of his administration as Postmaster General for 
the year ended June 30, 1892, Mr. Wanamaker, beginning with a reference to 
a statement made by Hon. Cave Johnson, Postmaster General in 1846, again 
urges the adoption of his plan to contract with some telegraph company to 
connect post offices by telegraph, commencing with the most important offices 
and proceeding gradually in the order of probable usefulness, reducing the 
cost of telegrams by the use of post-office buildings, the use of telegraph stamps, 
the collection of messages in street or house boxes, and the delivery by car- 
riers, contracting with the company to perform service with its own operators 
for a fixed sum per message which the department would charge the people, 
adding a 1-cent stamp for local delivery and a special-delivery stamp when 
instant delivery is desired. He advances no new argument, but makes the 
following significant statements which closely approximate, if they do not 
describe exactly, the conditions existing to-day : 

" It was said long ago that the telegraph must be a monopoly, and so is the 
postal system; but the difference is that one is operated for private gain and 
the other for the public good. The Government follows a settler across the 
plains and into the mines, and establishes a post office in order that his family 
may have letters and newspapers and be more content in a frontier home. 
The telegraph goes where it can find paying business only; and so it falls 
out that only a sixtieth part of the people of the United States, owing not to 
the need but to the inconvenience and the charges, employ the telegraph. 
The post office helps to settle, serve, and satisfy the country — literally to make 
the country, and of all its adjuncts the most important — that which would 
afford the quickest mode of communication between families near and far — ' 
apparently can not be made available In any way. 

"The fact is that in some respects the telegraph seems to get farther and 
farther away as capital and power of the great corporation increase. Many 
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telegraph companies have been established from time to time, but to-day there 
are but two independent companies. All but one have been in some form 
identified with the one corporation, and the one to be excepted, that is not yet 
known to have surrendered, is admittedly operated in concert with the other 
by joint traffic agreement. Practically, so far as the public is concerned, there 
is but one telegraph company, and however ready parties might be to invest 
capital in a company to erect lines and contract with the Government for a 
low-rate limited postal telegraphic service, the fear of bankruptcy by reason 
of such formidable opposition debars all such enterprises. It is not alone the 
powerful syndicate of owners of the telegraph company that must be met and 
pursuaded, but there are other interests connected with the telegraph business 
that stand out against all measures looking to a telegraphic service in any 
form by the Government." 

Mr. Wanamaker quotes from the annual report of this corporation for 
June 30, 1892, and makes the following comment : 

" This enormous business, producing gross revenues nearly one-third as 
large as the entire revenue of the Post Office Department, increases every 
year. Last year the increase was $672,078, and each year the amounts added 
to the surplus make the property more and more valuable, as there will prob- 
ably be stock dividends in the future as in the past. I am pleased to have the 
company's official statement proving that the agitation for postal telegraph has 
not, as some argued, impaired the value of ' vested rights.' 

"All these facts are stated here for two reasons : 

"(1) To show the growing power and increasing independence of the rivals 
of the Post Office Department in the messages-carrying business. 

"(2) Respectfully to suggest the propriety of an inquiry into the cost upon 
which the telegraphic charges are based, in the interest of the people who 
expect the Post Office Department to treat all questions that concern corre- 
spondence." 

He then discusses the possibility of reducing the rates, and says : 

" The increase of business on lower rates would be so large that the profits 
of the telegraph company, in my judgment, would not be diminished. It can 
not be questioned but that the Government, by reason of what it would save 
in the use of existing postal machinery, could easily by this time have offered 
much lower rates than the present telegraph charges if it had continued to 
operate the lines it began. The people think much more about these things 
than they are commonly supposed to, and they are restive under conditions 
which they feel that the Government should change. As early as 1844, Henry 
Clay was advocating ownership of the telegraph. He wrote : 

" ' It is quite manifest it is destined to exert great influence on the business 
affairs of society. In the hands of private individuals they will be able to 
monopolize intelligence and to perform the greatest operations in commerce 
and other departments of business. I think such an engine should be 
exclusively under the control of the Government.' " 

DISCUSSION OF POSTAL TELEPHONE BY POSTMASTER GENERAL WANAMAKER: 1801 

AND 1892. 

Mr. Wanamaker was the first Postmaster General to advocate Government 
ownership of the telephone service. In his annual report for 1891 he included 
the following statement: 

" A year from next March the telephone patent expires, and unless Congress 
acts promptly to authorize its adoption for communication among the people, it 
requires no stretch of the imagination to believe that in the next two years one 
immense syndicate will unite and control all the hundreds of telephone plants 
of the country, as the telegraph is now controlled, or the two will be united, 
and then for the next 20 years the most astute attorneys will be legitimately earn- 
ing large salaries in indignantly opposing the so-called attacks of future Post- 
masters General upon defenseless vested rights. 

" One-cent letter postage, 3-cent telephone messages, and 10-cent telegraph 
messages are all near possibilities under an enlightened and compact postal 
system, using the newest telegraphic inventions. The advantages of tying the 
rural post office by a telephone wire requiring no operator to the railway station 
must be obvious. The benefits arising from telephonic connections with the post 
offices will easily suggest themselves in a hundred ways to those who want the 
entire people to share in common privileges. The rural population would be 
the greatest gainer. A telephone message from the post office to the railroad 
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station miles away to ascertain if expected freight had come would save the 
farmer many a needless wagon trip over bad roads ; news of approaching frosts 
could be promptly spread over the country districts and fruit-growing regions, 
and many a valuable crop saved. 

" The day's market price for cattle and grain and wool and produce may be 
obtained by the farmers direct by inquiry from others than by the buyer who 
drives up to the farm in his buggy. All these may seem homely purposes to 
dwellers in cities, but country life would lose some of its drawbacks by the 
extension of such facilities to those who bear their full share of the burdens of 
the Government, and receive, in postal respects at least, less than their 
share of its benefits. 

" It is not chimerical to expect a 3-cent telephone rate ; the possibilities of 
cheapening the management of these new facilities are very great. All account- 
keeping could be abolished by use of stamps or 4 nickel-in-the-slot * attachments. 
Collection boxes everywhere in the cities, and many places in the country towns, 
would receive telephone and telegraph messages written on stamped cards like 
postal cards. Old soldiers and others could find employment as collectors, and 
frequent collections would abolish the present expensive messenger-boy system, 
that adds 2 cents to the cost of 90 per cent of city telegrams. In New York 
City alone there are 33 collections from letter boxes every day, and at certain 
hours in the most thickly settled part of the city the letter boxes are emptied 
every 10 or 15 minutes. 

" The delivery by letter carriers held to strict account would also be an im- 
provement over the present system of messengers, who rarely hurry except in 
pictures. Who has not lost a train or missed meeting a friend by a message 
that started in ample time being delayed in delivery? The system recommended 
would not forbid private telephones or telephone exchanges in cities any more 
than it would exclude the use of the telegraph by railroads having their own 
lines. The plan contemplates only the convenience of the people in the use in 
common of their own post offices as the neighborhood station for telephonin 
and telegraphing. They have a right to claim this, as not a penny of additional 
expense is necessary for rents, heat, light, or attendants for telephonic service. 

" For telegraphing only an operator is needed when business justifies it, other- 
wise a telegraph message would be forwarded by phone to the nearest tele- 
graph station." 

Postmaster General Wanamaker refers again to his recommendation for a 
postal telephone in his report for the fiscal year 1892 : 

" I pointed out in my last report that the telephone patents expired in March 
and that we should ttien probably see combinations and monopolies, as with the 
telegraph. Considerable discussion has resulted. It has only been equaled by 
the onslaughts on the other and many have found pleasure and logic too, as 
they suppose, in denouncing one and not the other. 

" At the small and suburban post offices electrical communication should be 
established with other post offices and with telegraph offices. Numberless ad- 
vantages for local as well as distant service occur to anyone. Weather reports 
would be spread, announcements of meetings heralded, physicians called, and 
countless errands done. The use of the telegraph would be greatly increased; 
so with the use of the telephone. And with it all the volume of the mails would 
grow, and what is more, the Postal Service would really be fulfilling its consti- 
tutional purpose of transmitting intelligence." 

REPORT OF POSTMASTER GENERAL BISSELL, 1893. 

The disastrous financial panic of 1893 and the consequent depression was 
reflected the following year in the annual report of Postmaster General Bissell, 
who took a conservative attitude and deprecated not only the acquisition by 
the Government of the telegraph service, but any new departure in the exten- 
sion of the Postal Service. So impressed was Mr. Bissell with the need for 
retrenchment that he formulated the following argument, well calculated to 
convince a people just emerging from the greatest economic catastrophe since 
the Civil War : 

" The suggestion has been made so frequently in recent years that the Gov- 
ernment should provide and maintain a telegraph system, which, if adopted, 
would naturally make it a part- of the Post Office Department, that I have 
given the subject considerable study. 

" In its favor it has been argued that the business of the telegraph is inherently 
the same as that of the mail, to wit, to transmit messages from one person to 
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another; that it could be conveniently annexed to the Post Office Department 
because of the latter's already existing organization of offices, free delivery, 
special carriers, and general officials, and that, through the saving of direct 
expenditures for many leading items of cost, the public would secure a quick 
and thoroughly reliable service at much lower than commercial rates. 

" It is further argued that the system ought to be adopted in this country 
because it has been in many others. My immediate predecessor In office seems 
to have spent a considerable amount of time in the study of this subject, 
reaching the conclusion, as have others, that the system should be adopted. 

" My study of the subject, coupled with my experience as an officer of the 
Post Office Department, leads me to a contrary conclusion. In some of the 
leading countries of the world the postal telegraph is a source of profit, but 
not so in all of them; but even where profitable, it is operated within the 
limits of postal territory long since defined. The conditions of the Postal 
Service in this country, however, are so widely different as to induce the belief 
that a postal telegraph system in the United States would add enormously to 
the already large deficit of the Post Office Department. 

" I believe it to be the true policy for this Government to continue for a 
number of years the development of the Postal Service on present lines. We 
are far from reaching the full benefits that can be derived from the free- 
delivery system, the railway mail, the money-order, or even the star service. 
Until these benefits are greatly enlarged and perfected, and until our better 
classes of service are substituted for the more crude in vast areas of territory 
in which the latter are alone justified under existing conditions, additional 
features should not be adopted, at least such as would bring an additional 
burden to the department in the way of deficiency of revenue. 

" Moreover, I am not prepared at this time to say that a telegraph service 
could be fully accomplished without material changes supplementing the pres- 
ent post-office organization, and without incurring heavy additional expendi- 
tures. To undertake such a service simply through the instrumentality of the 
present organization would have a tendency at once to cripple the existing 
Postal Service, because its present organization is without a reserve; and this 
would result, in all likelihood, in an imperfect postal telegraph, which would 
not be satisfactory to the public even at reduced rates. 

" The public would naturally expect better service and cheaper rates from 
governmental control, and there would have to be sufficient power vested in the 
Postmaster General to enable him to accomplish these results should the Con- 
gress legislate in favor of the telegraph service, even though it should involve 
the expenditure of amounts greater than the receipts. 

" It would seem that a comparatively small country territorially, like Great 
Britain, with its large population, great commercial interests, and distribution 
of cities, would furnish as favorable conditions for the operation of a success- 
ful governmental telegraph system as any in the world ; yet the report of the 
British Post Office Department to the House of Commons, dated November 27, 
1893, shows the cost of the plant, up to the end of the fiscal year 1893, to have 
been $52,930,388. Interest upon this amount at the rate of 2| per cent per 
annum is charged in the current account and amounts to $1,455,584. 

" In the operation of the service there was a further loss of $811,741, so that 
the total deficit for the year amounted to $2,267,325. The deficiencies have 
been continuous since 1876 and have aggregated since 1872, $24,006,432, and in 
the last 10 years the average deficiency has been nearly $1,700,000. In Great 
Britain the postal service proper yields a large revenue to the Government, 
and so in one sense it can be said that it can afford the luxury of a postal tele- 
graph. Under our postal system, however, partly undeveloped as it still re- 
mains, a telegraph system would be operated at a great loss to the Govern- 
ment ; and this burden, it seems to me, should not be added to the Post Office 
Department. 

" If the establishment of a telegraph plant in a compact country like Great 
Britain would cost over $52,000,000, what would be the cost of establishing a 
plant for this country? I will not stop to make a computation; but one can 
see at a glance that the cost would be many times that of the British plant and 
the annual interest charged many times $1,455,584 ; and if the loss in operation 
were over $800,000 in that country in one year I should think it would be many 
millions of dollars in a country the size of ours, with its unequal distribution 
of population. 

" There are in this country to-day two post offices separated from each other 
by post route more than 6,000 miles. It is true that we have, in round num- 



GOVERNMENT CONTROL OF TELEGRAPH AND TELEPHONE. 379 

bers, more than 170,000 miles of railroad post route, but I beg to call your 
attention to the fact that we still employ star service to the extent of 70,000 
miles in excess of all the railroad and steamboat routes in the country com- 
bined. 

" I reach the conclusion, therefore, that as a business proposition the Govern- 
ment can not afford at this time to establish a postal telegraph system. I be- 
lieve it would be very unprofitable in itself and that it would tend to retard 
the development of our existing postal system. # It has been opposed by some 
on the ground that the Government has not the power under the Constitution 
to establish telegraph routes; others doubt the expediency of increasing the 
number of employees in the public service. 

"While I have considered the subject from a purely business and postal 
standpoint, still I may add the remark that if the Government were to establish 
such a system there would be limitless difficulty in determining the character, 
■quality, and amount of service that should be accorded to the various sections 
of the country productive of wrangling and jealousy which might profitably 
t>e avoided unless some advantage could be attained greater than any that is 
«ver likely to result from the establishment of a governmental telegraph. "* 

ARGUMENT OF JUDGE WALTER CLABK. 

(An epitome of a pertinent article by Judge Walter Clark, entitled " Telegraph and 
Telephone," that was published about this time in the American Law Review.] 

Article I, section 8, of the Constitution includes the provision to " establish 
post offices and post roads"; in 1836 Hon. John C. Calhoun, leader of the 
strictest constructionists in the United States Senate, said : " It must be borne 
in mind that the power of Congress over the post office and the mail is an 
exclusive power " ; and these words have been cited and approved by the Su- 
preme Court of the United States in the case of ex parte Jackson (96 U^ S. 
Reports, p. 784). The Supreme Court of the United States, in a unanimous 
opinion, has held that the telegraph came within the grant of power to establish 
the post office. That opinion, delivered by Chief Justice Waite, says: 

" The powers thus granted are not confined to the instrumentalities of the 
Postal Service known or in use when the Constitution was adopted, but they 
keeep pace with the developments of time and circumstance. They extend from 
the horse with its rider to the stage coach ; from the sailing vessel to the steam- 
boat ; from the coach and the steamboat to the railroad ; and from the railroad 
to the telegraph, as these new agencies are successively brought into use to 
meet the demands of increasing population and wealth." 

Justice H. B. Brown, one of the ablest members of the United States Supreme 
Court, says: 

" If the Government may be safely intrusted with the transmission of our 
letters and papers, I see no reason why it may not also be intrusted with the 
transmission of our telegrams and parcels, as is almost universally the case in 
Europe." 

Congress placed the same construction on its powers by the act of 1866, which 
provides that all telegraph lines thereafter built shall be constructed under the 
notice, and only after the company signing a contract, that the Government may 
at any time take over such telegraph lines upon paying the value ot its mate- 
irial. The telegraph (so far as used by the public for hire) unquestionably 
comes within the exclusive grant to the Government of operating the post office. 
The telephone and telegraph are simply the electric mail. 

" When the Government shall assume its duty of sending the mail by elec- 
tricity railroad companies can still operate their own telegraph lines on their 
own business, and private telephone exchanges will still exist, just as the rail- 
roads and others may now send their own letters by their own agents (R. S., 
3984), but not carry them for others for hire (R. S., 3982). Then, as now, 
the Government would only have the exclusive privilege of carrying mail for 
hire (R. S., 3990). This privilege of carrying mail for hire, whether sent by 
electricity, or steam, or stagecoach, or on horseback, is an exclusive govern- 
mental function, and no corporation or monpoly can legally exercise any part 

of it. 

******* 

44 There should be no dicker with private companies about leasing or purchas- 
ing. In 1866 they only asked for five years to close up; but when the five years 
were out they had formed the present great trust and have ever since defied 
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the public. * * * Let the Government give the actual value of such wire 
and material as it may wish to use, and take complete and exclusive possession 
of the duties of a post office." 

* * * * * * * 

On January 29, 1870, all the telegraphs in the United Kingdom were acquired 
by the Government. Till then the districts paying best had ample service but 
at high rates, while whole sections off the lines of railway had no facilities for 
telegraphic messages. The government at once extended the telegraph to all 
sections and reduced the rate to 1 cent a word. The, following is the result • 

" In 1870, under private ownership, 7,000,000 individual messages and 22,000 - 
000 words of press dispatches were annually sent. Now that the telegraph is 
operated by the post office the annual number of individual messages sent is 
70,000,000 (10 times as many) and over 600,000,000 words of press dispatches 
(30 times as many) are used. This, at a glance, demonstrates the overwhelming 
benefit to the public of the change and their appreciation of it." 

In London the telegraph has largely superseded the mail for all the small and 
necessary details of life, over 30,000 telegrams being sent daily in that city 
alone. 

"The service performed is with the utmost punctuality. It is calculated 
that the average time employed to-day in the transmission of a telegram be- 
tween two commercial cities in England varies from 7 to 9 minutes, while in 
1870 (under private ownership) 2 or 3 hours were necessary. 

" The rate of 1 cent a word includes delivery within the postal limits of any 
town or within 1 mile of the post office in the country. Beyond that limit the 
charge is 12 cents per mile of delivery of a message. The telegraph being op- 
erated as a constituent part of the postal service, it is not possible to state how 
much profit the Government receives from it, but the English Government does 
not consider that it should be treated as a source of revenue. It regards it as 
a means of information and education for the masses and gives facilities of all 
kinds for its extension in all directions. 

* * * *■ * * * 

"According to English , experience the transfer of the telegraph to the post 
office department would result in (1) a uniform rate of 10 cents for 10 words 
between all points, or possibly less; (2) an increase in individual messages of 
at least 10 for every 1 now sent; (3) an increase in press dispatches of 30 
words or more for every 1 cent now; (4) a popularization of the telegraph for 
all uses, social or business; (5) an increase in the promptness of delivery, the 
average there being now 7 to 9 minutes as against 2 to 3 hours formerly; (6) 
no section would be destitute, but at each one of our 70,000 post offices there 
would be a telephone or telegraph. By adopting the telephone at most post 
offices, instead of the telegraph, the increases in the number of post-office em- 
ployees would be inconsiderable." 

SYNOPSIS OF ARGUMENT PREPARED BY PROF. FRANK PARSONS. 

Statistics, from 75 of the principal nations of the world show that the govern- 
ment owns and operates the telegraph in all except Bolivia, Cuba, Cyprus, 
Hawaii, Honduras, and the United States. 

Henry Clay, Charles Sumner, Hannibal Hamlin, Gen. Grant, Senators Ed- 
munds, Dawes, Chandler, and N. P. HilJ, Gen. B. F. Butler, John Davis, Post- 
master Generals Johnson, Randall, Maynard, Howe; Creswell, and Wanamaker, 
Prof. Morse, the inventor of the telegraph ; Cyrus W. Field, the founder of the 
Atlantic cable and a director in the Western Union Co. ; James Gordon Bennett, 
Prof. Ely, Lyman Abbott, B. O. Flower, Judge Clark, Henry D. Lloyd, Dr. 
Taylor, T. V. Powderly, Samuel Gompers, Marion Butler, and other eminent 
men in every walk of life have championed Government ownership in America. 
Legislatures, city councils, boards of trade, chambers of commerce, and labor 
organizations; numerous newspapers, and the Prohibitionist and Populist 
Parties, favor it. Opposition is confined to the capitalists controlling the 
present private system of telegraphy. Senator Edmunds in 1883 introduced a 
bill to establish a postal telegraph ; another in 1885, and another in 1887. Sena- 
tor Dawes, from 1873 to 1888, introduced four bills to provide for the transmis- 
sion of correspondence by telegraph. Altogether- more than 70 bills have been 
introduced into Congress for the purpose of establishing a postal telegraph. 
Eighteen times committees of the House and Senate have reported on the ques- 
tion, 16 times favorably and twice against. Of the two adverse reports, one was 
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a 2-page document, mildly expressing the opinion of the committee that the 
telegraph monopoly should be regulated, but that public ownership was not best 
because of the increase of patronage and because the committee thought it would 
cost more to run it under governmental control. No evidence was taken; no 
investigation was made. The Other adverse report was made in 1869, upon the 
ground that the Ave years of security given to the companies by the law of 1866 
had not elapsed. 

The Constitution intrusted to Congress the power " to establish post offices 
and post roads." This power is interpreted by the Supreme Court to mean the • 
transmission of intelligence in any form and by any means. It is therefore the 
positive duty of the Government to use the telegraph as a factor in the Postal 
Service. 

A large part of the people have no facilities for transmitting telegraph mes- 
sages under the present private-ownership plan. The advantages of a change 
are apparent when it is shown that the Western Union has 21,000 offices and 
the post office 70,000. 

Telegraph rates in this country are 25 cents to $1 for 10 words and 2 to 7 
cents for each word in addition ; the night rates are somewhat less. In Europe 
the usual rate is about 10 cents for 20 words and one-half a cent to a cent for 
each further word. The figures submitted by the Western Union to show that 
the distances in this country are much greater than in Europe were greatly ex- 
aggerated. 

The Western Union claims that wages are much higher in this country than in 
Europe. On data furnished it appears that the average salary of operators in 
this country does not exceed $333, while the average in Europe is $320, but in 
many cases Great Britain and France, for instance, the average salary of the 
operators is much greater than in this country. Besides, according to the West- 
ern Union, the operators in this country do twice as much work as European 
operators. 

In attempting to justify its charges the Western Union claims that Europe 
operates the telegraph service at a loss. On the contrary, France, England, 
Switzerland, Sweden, Prussia, Belgium, and other countries make a profit, and 
Europe as a whole does the same. The Western Union ciphered out a loss for 
Europe by adding the cost of construction into the operating expenses. Rates 
are higher here because private enterprise aims at dividends, while public 

# enterprise is satisfied to serve the people at about cost. In Great Britain the 

* 18,000,000 messages sent in 1873 under public ownership cost the public just 
what 9,000,000 would have cost under the displaced private ownership. In the 
spring of 1895 Mr. Wanamaker stated that he thought a uniform 10-cent rate 
for 20 words, regardless of distance, could be established and yet leave the 
system self-sustaining. He based his opinion on the rates before the Western 
Union absorbed other companies and shut off competition. 

" The Western Union reports its stock at $95,000,000, and bonds $15,000,000— 
$110,000,000 of capitalization. It claims 190,000 miles of line, 800,000 miles of 
wire, and 21,360 offices. The figures, however, are false. Three-fourths of 
the offices are railway offices maintained by the railways. And the mileage 
r.ppears to have been obtained by adding together the mileage of all the lines 
the Western Union has ever built, bought, or leased, a large portion of which 
has long since ceased to exist; find another portion, consisting of useless 
parallels constructed on purpose to be bought by the Western Union, remains 
on its hands as mere lumber. The total land plant in actual operation under 
Western Union control is probably less than 100,000 miles of poles and 400,000 
miles of wire, and the larger part of this is not in good condition. The total 
value of the plant, offices and all, appears to be about $20,000,000. Subtracting 
the $15,000,000 of bonds we have $5,000,000 of property— which the stock- 
holders own after paying their debts — $5,000,000 as the total tangible basis of 
#95,000,000 of stock. The evidence of all this is voluminous and convincing." 

The present telegraphic system in America is indicted for its ill treatment of 
employees and a general abuse of the employing power — child labor; over- 
worked operators ; long hours and small pay for those who do the work ; less 
wages to women than to men for the same work; favoritism and unjust dis- 
tinctions between men in the same service; a settled policy of reducing wages 
and increasing work ; denial of the right of petition, the right of organization, 
and the right to consideration because of long and faithful service. In 1890 
the evidence was that the average pay of telegraph operators was $40 to $45 
a month, that girls were employed *in some instances as low as $12 to $15 a 
month, and quite a number were paid no more than $20 to $35. Abuse of the 
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employing power such as listed above results in strikes and poor service, mani- 
fested in slowness, inaccuracy, insufficient facilities, failure to guard the secrecy 
of messages, etc. Examples are cited illustrative of these features. The West- 
ern Union Co. is charged with "discrimination be.tween the messages of different 
customers, both as to rates and order of transmission." Instances are given. 
Monopoly of the news service results from private ownership of the telegraph. 
Reference is made to the censorship of the Associated Press under its arrange- 
ment with the Western Union. 

Misgovernment and political corruption are evils to which the private tele- 
graph contributes, through a distribution of franks to Government officials,, 
both State and Federal. 

Another evil of private ownership of the telegraph is the dangerous concen- 
tration of power and wealth in the hands of a few irresponsible persons. The 
Western Union in its compact with the newspapers reserves to itself the exclu- 
sive right of furnishing commercial and financial news to individuals and 
associations; and 

" For the purpose of giving fabulous fortunes to its inside managers and their 
friends the Western Union need not send untrue market quotations. It has. 
only to give the true quotations a single hour, or less than that, in advance to- 
those whom it means to favor and the work is effectually accomplished. No- 
such power should be allowed to exist in this country ; the temptation to abuse 
it is enormous and will sooner or later prove to be irresistible." 

In the hands of private individuals the telegraph enables them to monopo- 
lize intelligence and to perform the greatest operations in commerce and other 
departments of business. 

The present telegraph system is a menace to the national strength in time 
of war. The telegraph is one of the most important instruments of war and 
the Nation ought to own the system on military grounds, if there were no othei 
reason. 

Private monopoly means taxation without representation. The monopolist 
is able to charge more than his service would be worth in a fair competitive 
market. Government is a union of all for the benefit of all. 

"The argument for a national telegraph does not rest solely on the ground 
of unifying interests and removing private monopoly with its power of taxa- 
tion for private purposes and without representation, but also on the ground of 
experience demonstrating its superiority, the movement of civilization in the 
direction of national cooperation in the conduct of affairs of natonal extent, the * 
trend of thought and events in that direction in the United States, the over- 
whelmig public sentiment in favor of a national telegraph, the constitutional 
duty of the Federal Government to use the telegraph in the conveyance of the 
people's correspondence, the aid a national system will give toward a better 
diffusion of wealth, a fuller development of business and social life, and a 
more perfect national coherence in peace and in war, the economies it will 
effect, the lower rates, improved service, wider facilities, better conditions of 
employees and the press, cessation of telegraph discrimination, fraud, and cor- 
ruption, the impetus that will be given to civil-service reform, and many other 
advantages." 

Economy, good service, and general satisfaction have characterized the 
national telegraph service abroad, while in this country the opposite is true. 

11 The results of public ownership of the telegraph and telephone may be 
briefly stated thus. The rates are much lower than under the private system 
and the facilities better. A Government telegraph goes where private enter- 
prise will not go. The popular use of the telegraph is vastly greater in Europe 
than with us. The proportion of social business is six, eight, ten times more 
than it is in the United States. The general service is more efficient, swift, 
and accurate than with us. The public telegraph has proved of incalculable 
value in the apprehension of criminals, being used much more freely by the 
Government than the very costly service of a private system is apt to be. 
* * * The employees are better treated and the aim is to Improve their 
condition from year to year. There is no telegraph discrimination, no telegraph 
lobby. There is no watering of telegraph stock, no dividends on real or ficti- 
tious stock, no strike of operators, no blackmailing lines or wasteful construc- 
tion. There is ilo manipulation of market reports. The various Governments 
display a progressive spirit, adopt new inventions, and lower the rates from 
time to time as fast as it seems to be practicable. As a rule, there is a margin 
of profit in spite of low rates, and the sum total of yearly results in Europe 
generally shows a surplus of receipts above the cost of operation In spite of 
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the low rates and extended lines. At the least calculation the people of 
Europe save $25,000,000 a year through Government ownership of the tele- 
graph." 

Postmaster General Wanamaker advocated the plan of contracting with one 
or more telegraph companies to connect the post offices with telegraph lines, 
supply the instruments and operators, and carry messages at low rates as a 
part of the Postal Service. His idea was to begin by connecting all the free- 
delivery offices and gradually extend the lines to all post offices. A postal 
telegram could be deposited in any post office or post box, or in any telegraph 
office of the contracting company. The charge would be 10 cents for 20 words 
for 300 miles or less, not over 25 cents for distances up to 1,500 miles, not over 
50 cents for any distance, nor more than 1 cent a word for words beyond the 
first 20. Two cents would go to the Government for its services in collecting 
and delivering the message and the rest would go to the telegraph company. 
New York capitalists were eager to contract with the Government on the Wana- • 
maker basis or the basis of a uniform 25-cent rate regardless of distance. This 
plan avoids the objections usually urged against a public telegraph. It would 
not increase the Government patronage, nor require any public expenditure, 
nor limit private enterprise, and yet it would render the country an inesti- 
mable service by cheapening the telegraph and making it more accessible to 
the people. Its disadvantages are that it still leaves the rates higher than 
need be in order to give the private capitalists the profit they demand; that 
although the business would be essentially a public one, carried on in the post 
office and largely by means of its labor and capital, yet the profit would chiefly 
go to private parties; that it would extend the pernicious contract system, 
which is far more liable to abuse than the patronage ; that it does not eliminate 
the antagonism of interest between the telegraph management and the public; 
that it does not diminish but largely increases the telegraph stock to be gambled 
with and manipulated; that it leaves the telegraph workers to the mercy of 
corporate greed, etc. 

The limited plan is vastly better than the present system. Mr. Wanamaker 
stated before the Bingham committee that the reason he had not advocated the 
Government-ownership plan was because " there seemed to be an impression 
that you (Congress) do not want to make an appropriation." Senator Edmunds, 
before the Hill committee, in 1884, said : 

" It seems to me for the best interests of the country that any appliance with 
which its welfare is so intimately connected as is the instantaneous transmis- 
sion of intelligence should be subject to no censorship, to no corporate will, 
to no question of how it is going to affect stocks or the standing of corporations 
or persons, but it should be free to all men, as the post office is, and like the 
post office, subject to no espionage. It is essential, I believe, at this time to the 
interests of the United States, and growing more and more so, in connection 
with great social questions, and the aggregations of vast sums of money under 
corporate power, that this Government' telegraph, on the constitutional prin- 
ciple stated, should be undertaken independently and subject to no contracts 
or arrangements with parties." 

Another way of handling the telegraph question would be to lease lines from 
private companies and r operate them by the postal force. This would be better 
than the first plan, with a good civil service, since it accomplishes the same 
extension of facilities and still greater reduction of rates. The objections are 
that it would still pay out a considerable rental profit which had better stay 
with the people and it would retain the contract method to some extent. 

A third plan would be for the Government to buy existing lines and connect 
them with the post-office system. One trouble with this plan is that existing 
lines are in large part of very inferior quality, and the people would probably 
have to pay five or six times the value of the telegraph. In a speech on the 
floor of the Senate January 20, 1883, Senator Edmunds stated that he was not 
in favor of the Government purchasing existing lines, but that he favored the 
building of its own lines by the Government. Senator John Sherman, of Ohio, 
expressed himself in a similar manner, and in 1 1888 the Committee on Commerce 
stated that it was its belief that the Government should construct its own lines. 

A fourth plan would be for the Government to ask private parties to build the 
lines, or supply the money for building them, on condition that said parties 
should receive a specified interest on their capital ; that all profits beyond said 
interest should go toward paying off the principal, and that when it should be 
entirely paid the lines should revert to the Government free of debt — a sort 
of building loan association plan. It might be agreed that the operation of the 
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lines during the period of payment by installments should be in the hands of 
the builders or of the Government, or of trustees for both. This plan requires 
no public debt, but the people lose on the interest, which is usually 6 or 7 per 
cent in such cases instead of. the 3 per cent for which' the Government can 
borrow. 

A fifth plan would be for the Nation to build a telegraph system for itself. 
It may first build lines connecting the great centers of population, and the rev- 
enue thus obtained from year to year could be used to extend the lines, or it 
may establish a comprehensive plant at the start. The construction and main- 
tenance of the lines could be placed in charge of the Engineer Corps of the 
Army. We educate at West Point men possessed of the latest scientific knowl- 
edge, and they would do the work excellently, saving the Government immense 
sums that the telegraph builders ask for supervision and profit. The rank and 
file of the Army might also supply a part of the ordinary labor required for con- 
struction and maintenance. 

Superintendence of the office work could be confided to the postal officers, with 
very little addition to the force. Mr. Wanamaker stated that in three-fourths 
of the post offices no additional attendant would be needed. In England the 
regular postal staff does the telegraphing in all the small offices. One-half 
of the regular staff in Belgium are telegraph operators. 

A large saving would be made in rentals and the cost of heat and light. The 
Government would not have" to pay dividends on watered stock or on the real 
investment. Costs of litigation, counsel fees, lobby expenses, and big salaries 
would be saved. There would be no building of useless lines nor wastes of 
competitive telegraphy, the money abstracted from the people by the discrimina- 
tive use of the telegraph for speculative purposes would remain in their pockets, 
and the cheapening of communication would bring the whole people closer 
together, give them a better understanding of the markets, and develop the 
business transactions of the continent. 

The Western Union claims that while there would be a large increase in busi- 
ness from a reduction of rates the* expense would increase In proportion, but this 
statement is refuted by statistics furnished by the attorneys for the Western 
Union, which show — 
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It is estimated that where there Is no material change in the plant or wages 
of employees, a 100 per cent increase in business occurring by reason of a reduc- 
tion in rates is accompanied by an increased expense of not more than 83 
per cent. 

Judge Walter Clark, of the Supreme Court of North Carolina, proposed that 
the legislature of each State should pass a law reducing the telegraph rates to 
10 cents for 10 words between any two points within the State. A bill was in- 
troduced in the North Carolina Legislature to reduce the rates to 15 cents, but 
the Western Union, through a lobby, beat the measure by one vote. In July, 
1897, the railroad commissioners took action and fixed the rate at 15 cents. 
The Western Union Co. have taken the matter into the Federal courts, declaring 
the new rate unreasonable, and it probably is, in that it is too high. 

TESTIMONY OF PROF. EDWIN B. A. SELIGMAN. 



The following testimony of Prof. Edwin R. A. Seligman, professor of political 
economy and finance in Columbia University, is taken from the report of the 
Industrial Commission for 1900: 

" Prof. Seligman considers that upon the basis of his three criteria of the 
desirability of Government ownership — namely, widespread social interests, 
amount of capital invested, and complexity of management — the argument for 
Government control of the telegraph is substantially as strong as for Govern- 
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ment ownership of the postal service. (1) Unfortunately In this country the 
telegraph is not used by everyone; but this is because the charges are so much 
higher and the facilities so much less than in other countries, where the tele- 
graph is managed by the Government. (2) As regards the capital invested, the 
requirements, though greater than in the case of the post, are yet very small as 
compared with other interests. The cost of putting up poles and stringing wires 
is relatively slight. If the existing companies were bought out, there would be 
a capital outlay, but even then it would be insignificant when compared with 
the capital invested in ordinary enterprises or the means of transportation. (3) 
As to complexity of management, while the telegraph makes possible a somewhat 
higher demand than the postal service upon the skill of its managers, and while 
somewhat more effort is required to keep the service up to the level of the 
advances of science, the business is yet very simple as compared with others ; for 
instance, with the railroads. The great end of individual initiative in industry 
in general is to turn all ability toward the reduction of cost by inventions, etc. 
Experience shows that 'even such sleepy administrations as those of France 
and England * keep the telegraph service on a level with new inventions. That 
the post is a public service with us and the telegraph is not is an historical 
accident, due to the fact that the telegraph was not invented until 1844, and the 
postal service grew up in the seventeenth and eighteenth centuries." 

It appears further that Prof. Seligman would favor the purchase by the Gov- 
ernment of the existing telegraph systems and Would be opposed to govern- 
mental competition with private enterprise. 

EXCERPTS FROM REPORT OF THE INDUSTRIAL COMMISSION, 1901. 

Following is a synopsis of parts of the Annual Report of the Industrial Com- 
mission for the year 1901: 

" Testimony of Frank Parsons, president of the National Ownership League, 
pages 112-193; Albert B. Chandler, chairman board of directors of the Postal 
Telegraph-Cable Co., pages 193-206; Thomas F, Clark, vice president, Western 
Union Telegraph Co., pages 206-241; A. L. Randall, chairman International 
Typographical Union committee on Government control and ownership of the 
telegraph, pages 241-265 ; F. C. Roberts, member of the International Typo- 
graphical Union, pages 266-274 ; and Romyn Hitchcock, consulting chemist and 
technologist, New York City, pages 890-896. 

"According to the testimony of Mr. Clark (Diegst, CCIII), the Western Union 
Telegraph Co. in 1900 had 192,705 miles of poles and 933,153 miles of wire, 
with 22,900 offices; while for the same year the Postal Telegraph Co., according 
to Mr. Chandler, its president, owned or controlled 26,042 miles of poles and 
169,236 miles of wire, not including its Atlantic cables, and maintained 20,781 
offices. The Western Union Co. transmitted 70,000,000 messages of all kinds in 
1900 and the Postal 16,524,444. 

" Prof. Parsons, referring to the capitalization and profits of telegraph com- 
panies, states (Digest, CCIV) * that of the $95,000,000 of stock of the Western 
Union Telegraph Co. (in 1900) a very large part is water; $60,000,000 of the 
stock represents less than $10,000,000 of actual value, and $35,000,000 represents 
largely stock dividends which can not be analyzed. The highest estimate any 
legislative committee that has investigated the matter has ever placed upon 
the amount of money paid in by the stockholders is $16,000,000. * * * The 
railroad commissioners of North Carolina in 1897 had made an extensive 
examination and came to the conclusion that about $5,000,000 was the actual 
value of the Western Union Telegraph Co., over and above its bonds. From the 
best information obtainable, says the witness, it appears that the plant could 
be duplicated for from $20,000,000 to $30,000,000 at the outside/ 

" Prof. Parsons says further that when an attempt was made in Ohio to in- 
crease the taxation of the Western Union lines the assessment was fixed, on the 
basis of two-thirds of the value, at $2,000,000 for the 8,272 miles of line in the 
State. 

"'The company claimed that the property should be assessed at not more 
than $647,000 and that the total cost, including all wires on a line, and includ- 
ing also the cost of stations and equipment, was on the average of $103 per 
miles of poles. On this basis the total 190,000 or 200,000 miles of poles owned 
by the company would be worth about $20,000,000. , 

" Mr. Roberts quotes from the Washington Evening Star of 1893 to the effect 
that the paid-in capital of the Western Union Co. does not amount to over 
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$10,000,000, while its stock amounts to over $80,000,000. The witness quotes also 
(Digest, COIV) from the report of the executive committee of the National 
Board of Trade of November 15, 1882, which stated * that in 1858 the Western 
Union had a capital of $385,700 ; that 8 years later the stock had increased to 
$22,000,000, of which $3,322,000 was issued in the purchase of competing lines 
and $18,000,000 was- issued in stock dividends ; that afterwards when the United 
States Telegraph Co. was purchased by the Western Union, over $7,000,000 of 
stock was issued, which was alleged to be five times the value of the property 
taken in; and that in the purchases of other telegraph companies occurring 
subsequently practically the same proportion of stock was issued in respect to 
real value as in the cases mentioned.' 

" Mr. Clark denies the charge of overcapitalization of the Western Union Co., 
and states (Digest, CCV) : 

" ' The total capitalization of the Western Union Telegraph Co., including the 
stock, the collateral trust bonds, and all other bonds and liabilities, amounts to 
$131,364,665. On this- basis the capitalization per mile of poles in the United 
States is $703.80. Deducting the Atlantic cables from the wire mileage, the 
capitalization per mile of wire is $141.70, * • * 

" ' Figuring the capitalization from another standpoint and deducting $11,- 
000,000 of assets from outside companies that are not telegraph companies and 
whose systems are not in any way comprised in its mileage, the capitalization 
of the Western Union is $120,364,665, or $645 per mile of poles and $129.80 per 
mile of wire.' 

"Mr. Clark further stated that the claim that the lines can be reproduced 
for $120 to $130 per mile is preposterous; that it cost the company $100,000 
per mile to construct the underground and pneumatic system for 3 miles in 
New York City ; and that owing to varying conditions in the country it is not 
possible to make a reliable estimate of the average cost of constructing a mile 
of poles with 1 wire or the cost per mile of wire and the cost of terminals. 

"It will be noted that Mr. Clark places the capitalization of the Western 
Union at $645 per mile of poles, while it was claimed by the company during 
its litigation in Ohio that the total cost per mile of poles was only $103. 

"Mr. Chandler (Digest, CCVI) states that he has known a good single-wire 
telegraph line to be built for $150 per mile, and he has known single lines of 
telegraph in cities to cost $10,000 underground. 

" Mr. Chandler stated that at the time of its acquisition in 1897 by the Com- 
mercial Cable Co. the Postal Telegraph Co. was capitalized at $20,000,000, 
which covers its franchises, patents, and other requisites for carrying on a 
telegraph business. 

"Mr. Clark claims that according to the mileage given by the Postal Tele- 
graph Co. in the United States it is capitalized at $782 per mile of poles and 
$121 per mile of wire. 

"(Digest, CCVI) Mr. Randall states that beginning in 1858, when its capital 
stock was only $385,780, the Western Union Telegraph Co. paid in dividends 
during the next eight years nearly $18,000,000; that the largest dividend 
declared by the company up to 1874 was 414 per cent ; and that from 1858 to 
1890 the average annual dividends amounted to about 300 per cent. 

" Prof. Parsons states that Postmaster General Wanamaker's investigation 
showed that stock in this company paid 300 per* cent cash dividends per year 
from 1858 to 1890 and 150 per cent a year in stock dividends besides. 

"Mr. Clark states that (in 1900)— 

" * The annual gross earnings of the Western Union Telegraph Co. amount 
to nearly $25,000,000, while the gross expenses are about $18,500,000, which 
leaves a balance of something over $6,000,00 for dividends on their stock, for 
interest on the bonds, and for sinking-fund purposes, with a small surplus. 
The expenses for a year are made up of operating and general expenses, 
amounting to over $13,000,000 — rental of leased lines over $1,500,000, mainte- 
nance and reconstruction nearly $3,000,000, taxes a little over $500,000, equip- 
ment a little over $300,000. The operating and general expenses for salaries 
amount to $9,000,000, or practically 50 per cent of the whole expenses, which 
does not include the salaries for regular linemen, special line gangs, and 
general labor expenses.' 

" Mr. Chandler states that the Postal Telegraph Co. earned and paid 4 per 
cent dividends previous to the sale of the property and has just about earned 
the interest that has been paid by the Commercial Cable Co. on the bonds since 
the acquisition of the property. 
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"Mr. Randall (Digest, CCVII) believes in uniformity of telegraph rates; 
he does not think distance should be considered, as nineteen-twentieths of the 
telegraphic business of the Western Union Co. is done within a radius of 1,000 
miles of New York, and rates on that business would pay for any deficiency in 
the revenues for longer distances. 

" Mr. Clark states that the commercial rates in some States are made up in 
different ways, the rate for a 10-word message being 25 cents for the whole 
State and special rates applying between States and large centers. The rates 
for local purposes all through the country, if not thus specially determined, 
are made up by a system of squares, a square being 50 miles each way, and 
the rate being 25 cents from any square to any two circles of contiguous squares. 
The highest rate charged for the country is $1, which is from the Atlantic to 
the Pacific coast, and there is no rate less than 20 cents. 

" Mr. Chandler states that the rates of the Postal Telegraph Co. for messages 
of 10 words, exclusive of date, address, and signature, range from 20 cents, 
applying locally in a few cities, to $1 from coast to coast, and that the average 
amount received per message during year 1900 was 34.2 cents. Rates are fixed 
on a zone system similar to that described by Mr. Clark. 

" Prof. Parsons states that the average telegraph receipts in this country are 
about 31 cents for ordinary messages. 

"(Digest, CCVI1I ) Mr. Randall and Mr. Roberts believe that the telegraph 
rates in this country are excessive. 

" Mr. Clark states that the average rate received for telegrams of all lengths 
by the Western Union Co. is 30.8 cents and the operating expense about 25.1 
cents. These figures are obtained by dividing the total receipts and expenses 
by the number of telegrams. He asserts that distances in European countries 
are very short compared with those in the United States and that in this coun- 
try no charge is made for the address and signature of the message, while in 
European countries these matters are counted as part of the message, so that 
while the rates of European countries would appear on their face to be much 
lower than the rates in the United States it would be found upon examination 
that a message in the United States costing 25 cents would average 21 words 
long, and at the rate of 1 cent a word, which is common in European countries, 
this would cost 21 cents for a 10-word message. 

"Mr. Chandler makes a similar comparison of rates in European countries 
and the United States. 

"(Digest, CCIX), Prof. Parsons in support of his contention that the rates in 
this country are excessive states that — 

" In Great Britain a message from any point to any other point in that 
country may be sent for 12 cents. From any point in the States of Massa- 
chusetts, New York, Connecticut, or New Jersey, to another point in the same 
State it is 25 cents. The average charge for all messages in Great Britain is 
about 15 cents, as against 31 cents in the United States. 

"Mr. Clark, vice president of the Western Union Telegraph Co. (Digest, 
CCX), submits a table showing for each of the European countries and the 
United States the number of people, the miles of telegraph lines and telegraph 
wires, the number of offices, the messages sent, the receipts, the number of 
people to the .square mile, and the number of people to 1 mile of wire (in 1900) 
in support of his contention that superior telegraph facilities are provided in 
this country as compared with European countries. He states that there are 76 
people for every mile of wire in this country, as against 130 people to every 
mile in Great Britain ; 188 in Germany ; and 699 in Russia. Prof. Parsons, 
president of the National Ownership League, replies that 1 mile of wire to 76 
people in the United States against 1 mile to 130 people in Great Britain proves 
nothing, except the relative sparsity of population in the United States. 

" Mr. Clark states that by reason of the amalgamation of other small com- 
panies with the Western Union that company has been enabled to effect a re- 
duction in its rates from an average toll of $1,047 received in 1868 to an average 
of 25.1 in 1890, but that he thinks a general reduction in rates throughout the 
United States is impracticable and would result in failure, for the reason that 
the physical capacity of the wires has been reached and increased business 
would necessitate large additional expense in the construction of other tele- 
graph lines. 

" Mr. Chandler states that considerable reductions have been effected in the 
rates of the Postal Telegraph Co., brought' about largely by the disposition to 
secure greater uniformity and to extend the limits within which specific rates 
prevail. 
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"(Digest, GCXI), Prof. Parsons states that Postmaster General Wanawaker 
Informed him that his investigation led him to believe that a uniform 10-cent 
rate in this country under Government ownership would be remunerative. He 
stated — 

"There was a line of telegraph between Milwaukee and Chicago installed 
some years ago, on which a 10-cent rate was made, and the company paid back 
from 30 to 40 per cent of the receipts to patrons of the road after paying 7 per 
cent interest on the capital ; subsequently it reduced the rate to 5 cents and still 
paid back from 25 to 40 per cent of the receipts to the patrons of the company, 
and at the same time has doubled Its stock, making it half water, thus showing 
some of the immense profits to be made in the telegraph service from low- 
rates. 

"(Digest, CCXII), Prof. Parsons says: 

" That England made a mistake when it bought out the telegraph companies 
by buying them all at once instead of one at a time, as Prussia had done with the 
railroad service. It also paid about four times as much as the lines were worth. 
Notwithstanding these disadvantages the rates were immediately lowered and 
the service increased and bettered in every way. Telegraph offices have been 
opened in the post offices and messages can be deposited in post-office boxes. The 
hours of labor have been shortened from 56 to 48 and 42, and wages increased. 
The public operation of the telegraph has brought about a harmony of interest. 
Press rates have been reduced to the lowest figure in the world to-day. The 
number of messages doubled in two years after the Government took possession 
and has subsequently very largely increased. * * * Where the rates' are 
low and the facilities ample the masses of the people use the telegraph to a very 
great extent. 

" Mr. Clark states that the English telegraph is operated at a loss, brought 
about largely by extending the system without commercial considerations to 
remote and insignificant places to serve the interest of the comparatively limited 
number of people who use the telegraph, at the expense of all, and that if the 
same policy were pursued in this country, which is 25 times as large and not 
nearly so thickly populated, the same result would follow in an intensified 
degree. 

" In reply to this comment by Mr. Clark, Prof. Parsons states (Digest, 
CCXIII), that while there is a deficit in the operation of the English tele- 
graph system, a deficit has not occurred in any of the other European coun- 
tries, and it is believed that this condition' was brought about by the mixing 
of the telegraph with the postal funds in .such a way that a proper accounting 
of the respective expenses could not be made; that telegraph experts in Eng- 
land have stated that if such a division of the mail and telegraph , expenses 
were made, there would be no deficit. Moreover, that the railroads in England 
are permitted to use the telegraph free, w T hich is a mistake. Prof. Parsons says 
that the English telegraph system is run as a means of disseminating informa- 
tion throughout the whole country and giving increased facilities of communi- 
cation to all classes, as well as a means of increasing the trade and commerce 
, of the Kingdom. 

"(Digest, CCXIV), Prof. Parsons states that he believes that under the 
Constitution of the United States, it is the duty of the Federal Government to 
establish a postal-telegraph system. He quotes from a report df the House 
Committee on the Post Office and Post Roads of the Twenty-eighth Congress, 
wherein it was asserted that the telegraph came under the same category as the 
post office as a governmental function. The Government is bound to supply the 
people with means of communication. The Postal Service was placed under the 
control of the National Government and with the increase of inventions and 
other means of communication they likewise should be administered by the 
General Government. 

" Mr. Roberts, a member of the International Typographical Union telegraph 
committee, does not think it necessary to argue the question of the right of the 
Government to own and operate the telegraph. He states that — 

" * The operation of the Post Office Department is the best evidence that the 
Government has the right ; if it has the right to transport letters, it certainly 
has the right to handle telegrams. In 1866 the Western Union Telegraph Co. 
practically conceded this right to the Government, merely asking that Congress 
should permit it to operate the system for the term of at least five years, in 
order that the capital invested in the plant might not be destroyed.' 

"(Digest, CCXIV), Mr. Hitchcock says that it is the duty of the Government 
under the Constitution to utilize the best available means for the transmission 
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of correspondence, and it is therefore unconstitutional for the telegraph to be 
operated as a private monopoly. Of 75 countries the telegraph is owned and 
operated by the Government in all except Bolivia, Cuba, Cyprus, Hawaii, 
Honduras, and the United States. 

" Mr. Randall says that his general reason for advocating governmental 
ownership of the telegraph is his opposition to a monopoly of any sort; that 
the press rates are extortionate; large dividends are paid on watered stock 
(two-thirds of the Western Union being watered) ; and he believes that the 
taking over of the telegraph lines by the Government would merely be a return 
to original conditions, inasmuch as the first telegraph in America (from Wash- 
ington to Baltimore) was built with an appropriation from Congress and was 
operated by the Post Office Department for three years. 

"(Digest, CCXIV), Prof. Parsons states " that when the English Government 
began to consider the absorption of the telegraph companies they used every 
effort to prevent the reform, and made all sorts of objections, every one of 
which has been answered by the results of the public system. There is really 
no force in the current objections to Government ownership aside from the 
patronage question, and that difficulty can be solved. 

"Mr. Hitchcock says (Digest, CCXV) 'that a select committee of Congress 
in 1870 estimated that the annual saving by Government ownership of the tele- 
graph would be at least $1,500,000. Inasmuch as the receipts of the telegraph 
company are now (for 1900) four times what they were in 1870, the saving 
under the Government operation would be very much greater now, even if 
there were no improvements made in operation. By cutting off dividends upon 
watered stock alone the saving by Government management would probably be 
not less than $4,000,000 per annum.' 

" Mr. Chandler, of the Postal Telegraph Co., knows of no reason why the 
Government might not conduct the telegraph business and believes it would be 
practicable to introduce the telegraph into many country post offices and have 
both the mail service and the telegraph service operated by the same force, with 
a considerable saving in expenses. 

" Mr. Clark believes that there would be no advantage in Government owner- 
ship of the telegraph and does not think it practicable to use post-office em- 
ployees as operators ; that the Government could not make a more just division 
of rates than now exists, and that an extension of the telegraph to very small 
towns would prove unprofitable. 

"Mr. A. L. Eandall (Digest, CCXVI) states that in 1893 the International 
Typographical Union of North America, at its forty -first annual session, held in 
Chicago, first advocated governmental ownership and control of the telegraph 
in resolutions offered by himself; and that a committee was appointed at this 
meeting to organize the country and in a short time petitions and resolutions 
bearing the signatures of 300,000 people came up to Congress and were referred 
to the House Committee on the Post Office and Post Roads which in 1894 
accorded a hearing, at which the American Federation of Labor and other in- 
terests were represented. With only a few exceptions members of that com- 
mittee and other Members of Congress admitted that it was not only the right, 
but the duty, of the Government to furnish the speediest and most efficient 
Postal Service possible, and that the telegraph is a necessary adjunct to the 
Postal Service. Mr. Randall says further that almost every Postmaster General 
since 1846 has been in favor of governmental ownership of the telegraph and 
names some of them. 

"(Digest, CCXVII), Mr. Roberts states that the International Typographical 
Union of 35,000 members, and at its annual meeting in 1893 put itself on record 
as favoring governmental ownership of the telegraph, and this union has a 
permanent committee on this subject. He stated further that the American 
Federation of Labor was on record as favoring this reform. 

" Mr. Chandler thinks that in case the Government should take over the prop- 
erties of the telegraph companies it should appraise the same, which exists in 
the form of contracts, franchises, and privileges, at a fair value, that great care 
would have to be taken, and time, for the change. 

" Mr. Hitchcock believes that the purchase of the properties of the existing 
telegraph companies by the Government would be inexpedient because the Gov- 
ernment would be called on to pay many times the actual value of the plant ; 
that the simplest course for the Government to pursue would be to enter into an 
agreement with the owners of some improved system, such as the Delany sys- 
tem, for the latter to construct the first line and operate it for six months or a 
year for their own profit at 10 and 15 cent rates for 50 and 100 word messages. 
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If at the end of that time the plant is working satisfactorily, the Government 
should then be obliged to take over the line, paying an advance of 10 per cent 
on the cost of construction. He does not believe that the competition thus en- 
gendered would result in ruin to the Western Union Co., because there would be 
time for a natural readjustment to meet the changed conditions. 

"(Digest, CCXVIII, CCXIX, and CCXX), Mr. Roberts, Mr. Randall, and Mr, 
Hitchcock allege that the existing telegraph companies exert a news monopoly 
in favor of certain newspapers, and Mr. Clark denies the allegation. 

"(Digest, CCXX and CCXXI), Prof. Parsons and Mr. Roberts allege an in- 
fluence of the telegraph company in politics by reason of the furnishing of 
franks to Government officials; Mr. Clark and Mr. Chandler refute this state- 
ment, saying that such franks are furnished merely as a matter of courtesy. 

"(Digest, CCXXI, CCXXII), Mr. Randall and Mr. Roberts state that the 
Western Union Co. suppresses inventions which tend to cheapen and quicken 
the service, and Mr. Clark denies the charge. Prof. Parsons also makes the 
same charge, as does Mr. Romyn Hitchcock. 

" Mr. Chandler states that the Postal Telegraph Co. has endeavored to use 
new and useful devices to the fullest extent. A -great many so-called improve- 
ments, however, when brought into actual practice in comparison with appli- 
ances already existing, have been found wanting. 

" Mr. Randall describes a system of telegraphy invented by a gentleman 
named Anderson, and known as the Anderson Machine Telegraph, which he 
alleges was suppressed by the Western Union Co. 

" Mr. Hitchcock advocates Government ownership, making use of the im- 
provements in telegraphy made by Patrick B. Delany, and furnishes a descrip- 
tion of his invention (Digest, CCXXIII). 

"(Digest, CCXXI V and CCXXV), Prof. Parsons and Mr. Roberts accuse the 
Western Union of paying its employees poor wages and of grinding them down. 
Mr. Clark denies this, and states that the wages paid operators by the Western 
Union range from $100 per month down according to the skill of the operator. 
Mr. Chandler states that the Postal Telegraph Co. pays its employees from $85 
to $25 a month, according to their ability ; that the average monthly salary is 
about $60. Nine hours is counted a day's labor and 7 hours a night's labor." 

POSTAL ACT OF 1901. 

The postal act of January 22, 1901, contained the following provision : 
" The Postmaster General is directed, if he has sufficient available informa- 
tion to enable him to do so, to report to Congress the probable cost of connect- 
ing a telegraph and telephone system with the postal service by some feasible 
plan." 
This direction of Congress does not appear to have been complied with. 

REPORTS OF POSTMASTERS GENERAL PAYNE, CORTELYOTJ, AND HITCHCOCK. 

The treatment accorded to the subjects of postal telegraph and postal tele- 
phones in the annual reports of Postmasters General Payne, Cortelyou, and 
Hitchcock are as follows : 

" The extension of the rural free-delivery service and the consequent increase 
in the use of the mails by the patrons residing along the rural routes, together 
with the extension of the telephone service into the farming districts of the 
country, has suggested the propriety of extending the privilege of the special 
delivery of such letters, or the contents thereof, by means of the telephone, it 
being proposed that a special stamp be provided covering the cost of such trans- 
mission, the use of which stamp would authorize the postmaster at- the office of 
delivery to open such letter and telephone its contents to the person to whom 
it is addressed. It will be seen that if such plan is feasible, 24 hours' time will 
he saved in the transmission of important messages to many people residing 
along the lines of the rural-delivery routes. I would recommend that a small 
appropriation be made by Congress for the purpose of enabling the Postmaster 
General to investigate this subject." (Annual report of Postmaster General 
Payne for the fiscal year ended June 30, 1903.) 

" Progress toward these improvements will open the way for investigations to 
determine the feasibility of the adoption of many important policies of adminis- 
tration — reduction of postage, both domestic and international, postal savings 
banks, parcel post, postal telegraph and telephone, and others — the merits and 
defects of all of which should have in the not distant future the fullest con- 
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sideration." (Annual report of Postmaster General Cortelyou for the fiscal 
year 1906.) 

" ' The telegraph lines in the United States should be made a part of the 
Postal Service and operated in conjunction with the mail service. Such a 
consolidation would unquestionably result in important economies and permit 
the adoption of lower telegraph rates. Post offices are maintained in numerous 
places not reached by the telegraph systems, and the proposed consolidation 
would therefore afford a favorable opportunity for the wide extension of tele- 
graph facilities. In many small towns where the telegraph companies have 
offices the telegraph and mail business could be readily handled by the same 
employees. The separate maintenance of the two services under present condi- 
tions results in a needless expense. In practically all the European countries, 
Including Great Britain, Germany, France, Russia, Austria, and Italy, the 
telegraph is being operated under Government control as a part of the postal 
system. As a matter of fact, the first telegraph in the United States was also 
operated for several years, from 1844 to 1847, by the Government under author- 
ity from Congress, and there seems to be good ground why the Government 
control should be resumed. A method has already been prescribed for taking 
over the telegraph lines by section 5267 of the Revised Statutes, which provides 
that the Government may, for postal, military, or other purposes, purchase tele- 
graph lines operating in the United States at an appraised value. It is hoped 
that appropriate legislation will be enacted in harmony with this law provid- 
ing for the taking over by the Government of the existing telegraph systems 
at terras that shall be fair to their present owners. Every reason for the 
transmission of intelligence by mail under Government control can be urged 
with equal force for a similar transmission of telegraphic communications. Be- 
cause of the more extensive organization maintained by the Postal Service and 
the freedom from taxation and other charges to which a private corporation is 
subject, the Government undoubtedly will be able to afford greater telegraphic 
facilities at lower rates to the people than the companies now conducting this 
business. N*xt to the introduction of a parcel post, for which there is already 
a strong popular demand, the establishment of a Government telegraph system 
offers the best opportunity for the profitable extension of our postal business.' " 
(Annual report of Postmaster General Hitchcock for the fiscal year 1911.) 

REPORT OF POSTMASTER GENERAL BURLESON, 1913. 

Postmaster General Burleson has included in the Annual Report 
of the Postmaster General for the fiscal year ended June 30, 1913, 
the following statement: 



«( 



'A study of the constitutional purposes of the Postal Establishment leads to 
the conviction that the Post Office Department should have control over all 
means of the communication of intelligence. The first telegraph line in this 
country was maintained and operated as a part of the Postal Service, and it is 
to be regretted that Congress saw fit to relinquish this facility to private 
enterprise. The monopolistic nature of the telegraph business makes it of vital 
importance to the people that it be conducted by unselfish interests, arid this 
can be accomplished only through Government ownership. 

41 The act of July 24, 1866, providing for the Government acquisition of the 
telegraph lines upon payment of an appraised valuation, and the act oi: 1902 
directing the Postmaster General ' to report to Congress the probable cost of 
connecting a telegraph and telephone system with the Postal Service by some 
feasible plan ' are evidences of the policy of this Government ultimately to 
acquire and operate these electrical means of communication as postal facili- 
ties, as is done- by all the principal nations, the United States alone excepted. 

" The successful operation of the parcel post has demonstrated the capacity 
of the Government to conduct the public utilities which fall properly within 
the postal provision of the Constitution. 

" Every argument in favor of the Government ownership of telegraph lines 
may be advanced with equal logic and force in favor of the Government 
ownership of telephone lines. It has been competently decided that a telephone 
message and a telegram are the same within the meaning of the laws governing 
the telegraph service, and therefore it is believed that the statute enabling the 
Government to acquire, upon the payment of an appraised valuation, the 
telegraph lines of the country, will enable the Government to acquire the 
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telephonic network of the country. While it is true that the telephone com- 
panies have not complied with the requirements of section 5267, Revised 
Statutes, this can not be held to nullify the intent of the law, since the non- 
performance on the part of the Government of any of its constitutional privi- 
leges in nowise surrenders the right to exercise these privileges whenever the 
best interests of the Nation demand. 

44 Since June last the department has been conducting a careful investigation 
to determine the desirability and practicability of extending the Government 
ownership and control of means of communication, with a view to the acquisi- 
tion by the Government of the telegraph and telephone facilities, to be operated 
as an adjunct to the postal service. The Postmaster General is now engaged 
in reviewing data collected, and later, if desired, will submit same to the 
appropriate committees of Congress for their consideration." 



r 



PRESENT SITUATION. 



Government ownership of the electrical means of transmitting intelligence 
is brought to the attention of the American people of 1913 with the indorsement 
of nearly every Postmaster General since the Civil War, with a score of 
favorable reports by committees of Congress, and by the example of practically 
every other nation of the civilized world. More than 70 bills have been 
introduced in Congress to accomplish it. Meanwhile the private operation of 
the telegraphic and telephonic facilities has resulted in a virtual monopoly by 
which the people are annually taxed vast sums for which they receive no 
adequate return. 

^ (Thereupon, at 5 o'clock p. m., the committee went into executive 
session.) 

Mr. Ramseyer. That is, would we be more ready to meet to the 
demands that would be made than the private corporations? 

Mr. Koons. I think they would have more respect for the Gov- 
ernment and Government supervision. 

Mr. Kamseyer. You think the employees will make less demands 
upon the Government than they would upon private corporations? 

Mr. Koons. No ; I would not say that ; but I think they will respect 
our decisions more. 



Committee on the Post Office and Post Roads, 

House of Representatives, 
Washington, D. C, Tuesday, January 28, 1919. 

The committee met at 10.30 o'clock a. m., Hon. John A. Moon 
(chairman) presiding. 

The Chairman. Gentlemen, we called this .meeting specially for 
hearing Gen. Burleson. Of course you understand this is Cabinet 
day and he has only an hour and a half. No examination ought to 
last longer than that of anybody. 

General, I wish you would state what your opinion is as to the 
advisability of the passage of this resolution as it is now framed 
or amended, and how it should be amended. 

STATEMENT OP HON. A. S. BURLESON, POSTMASTER GENERAI, 
UNITED STATES POST OFFICE DEPARTMENT. 

Mr. Burleson. Mr. Chairman and gentlemen of the committee, 
I presume that every gentleman on the committee understands that 
I am an advocate of the Government ownership of the telegraph 
and telephone wire system, to be operated as a part of the Postal 
Establishment. I believe it is authorized by the Constitution; I 
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believe it is economically wise to engage on that policy, and I be*- 
lieve that by a proper organization and unification of these wire 
systems the efficiency of the service can be improved and ultimately 
a lower rate for the service given to its users. 

But Government ownership is not the issue presented by this 
resolution. I realize, and of course you gentlemen know, that this 
is a short session of the Congress. However earnest I might have 
been in my belief and advocacy of the policy of Government owner- 
ship, I realized that at this session the time was too short and 
furthermore we did not have the data to lay before the Congress to 
enable it intelligently to pass upon that broad proposition. I under- 
stand that there has been some inquiry about tne genesis of this 
resolution. I did not write it, but I approve it. My understanding 
is that this resolution was a development of the wire-control com- 
mittee and was prepared after conference with many owners of the 
telephone-exchange systems throughout the country. 

Mr. Madden. You mean the companies? 

Mr. Burleson. Yes; the companies. It was finally reduced to 
writing, then brought to me, and I transmitted it to the chairman 
of your committee. He made certain changes to make it conform 
witn his own views and then introduced it When the resolution had 
been introduced, following the usual custom, the chairman trans- 
mitted it to the Postmaster General for an expression of his views. 
Immediately upon receipt of the same I wrote the chairman of the 
committee a letter asking him to submit the resolution to the presi- 
dent and general manager of the Independent Telephone Association, 
who represent and speak for the independent lines which had been 
taken under control by the Government ; also to Mr. Theodore N. Vail, 
president of the American Telegraph & Telephone Co., commonly 
called the Bell System, which represents approximately 70 per cent 
of the telephone service of the United States ; also to Mr. Clarence 
H. Mackay, president of the Postal Telegraph-Cable Co.; and to 
Mr. Newcombe Carlton, president of the Western Union Telegraph 
Co. ; and to Mr. Jones, wlio is the president of an independent tele- 
graph company operating in the State of Texas, believing that these 
gentlemen represented andspoke for all the telegraph and telephone 
interests which had been taken over by the Government. Your chair- 
man acted on the suggestion. The responses of these gentlemen, rep- 
resenting these various interests, are before your committee. They 
speak for themselves. 

Now, an analysis of the scope and effect of this resolution will con- 
clusively show that, as I have stated, this is in no sense a Government- 
ownership proposition. Take the first paragraph of the resolution; 
it simply authorizes a continuance of the Government operation and 
control under the resolution of Congress, until otherwise ordered by 
Congress. 

Mr. Madden. Which means it would not be subject to the Presi- 
dent's veto. 

Mr. Steenerson. That really does not mean anything, "until 
otherwise ordered by Congress." , We always have a right to repeal* 

Mr. Burleson. Oh, certainly. 

Mr. Steenerson. This is not that kind of an act which would re- 
quire the insertion of that clause, for instance,, if you grant a fran- 
chise to a company, when it is customary to put in " until otherwise 




394 GOVEBNMENT CONTROL OF TELEGRAPH AND TELEPHONE. 

ordered by Congress." But this does not require that; it is just as 
good this way as if it did not contain these words. 

Mr. Burleson. If you will permit, I will explain exactly why the 
words " until otherwise ordered by Congress " were embodied there- 
in. It did not meet my views, because I believe a definite date 
should be inserted in this resolution, but I realized that the next 
Congress was a Republican Congress and if it had been written in 
(and I am going to talk with you with the utmost frankness and 
candor), if this resolution had fixed a specific date beyond the 

Eeriod of the next Congress — I know human nature — it would have 
een immediately changed " Why, he is trying to fix it so as to get 
it beyond the control of a Republican Congress. 

Mr. Steenerson. Oh, no, there is nothing in that; because we 
would have that right anyway, whether those words were in there 
or not. 

Mr. Burleson. If it had been written in " until otherwsie di- 
rected by law," that would have given the President the right of 
veto if a subsequent change was sought; and by putting in here 
" until otherwise ordered by Congress " it showed that as far as the 
Post Office Department was concerned it was willing to leave it to 
the Republican Congress by simple resolution, not necessary to go to 
the President to terminate the Government operation and control- 
But as I have stated to you, that is not what I think should be done ; 
I think a definite, fixed date should be inserted. 

Now, why is it necessary that a fixed date should be inserted in 
this resolution and that the extension of the period of control 
should be granted? You gentlemen understand that for two years, 
for 18 months, before the Government t&ok over the telegraph and 
telephone service all extensions and additions to the telephone and 
telegraph service had practically been brought to an end. The factories 
supplying equipment and appliances for these companies had slowed 
down, practically ceased operation. These factories employ thou- 
sands of operatives, and this condition exists to-day and will con- 
tinue, so business men connected with those industrial enterprises 
and telephone owners — that is, the presidents and general managers 
of these companies, tell me, until this uncertainty as to the period 
of Government control is removed. It is necessary if these com- 
panies are to make extensions and additions that they have credit. 
The various wire companies do not carry surplus sufficient to make 
extensions and additions. It is necessary to go to the banking in- 
stitutions of the country to secure this credit, and when they go to 
the banks for the purpose of" securing credit, they are confronted 
with this uncertainty of the period of Government control. They 
tell me if that could be removed, that the banks would grant exten- 
sions of credit to them for the purposes indicated. 

Mr. Ramseyer. If what were removed! 

Mr. Burleson. The uncertainty of the period of Government con- 
trol. You know nothing affects credit so unfavorably as uncertainty, 
and bankers do not know whether this period of control is going 
to last three months of three years, hence the hesitation and non- 
action. 

Mr. Madden. How would it suit you to make it three months? 

Mr. Burleson. Well, Mr. Madden, if I wanted to force Govern- 
ment ownership, if I was willing to ride a pet hobby to that extent, 
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disregarding the interest of these companies and the public interest, 
I would say to turn them back within three months, and as a result 
there would be confusion worse confounded throughout the tele- 
phone service of this country, resulting in disaster to some com- 
panies and deterioration of the service. 

Mr. Black. Why do you say that, General; I would like to be 
informed as to why there would be confusion worse confounded? 

Mr. Burleson. Because our country is in a period of transition 
just at this time, going through a period of readjustment from a war 
basis to a peace basis. There are demands on these telephone com- 
panies and telegraph companies resulting in considerable increase 
in cost of operation. I am informed — you can understand I can not 
make an investigation of all phases of the questions to satisfy my- 
self to a certainty and that I must take the facts and conclusions 
expressed to me by men in whom I have confidence — that the wage 
increase in the telephone service has not kept pace with the wage 
increase in other industrial lines ; that there is a wide variation there, 
and that the employees of many telephone companies are becoming 
insistent that some wage increase be granted and be granted at once. 
And at the same time, Mr. Black, with the complex, contradictory, 
over-lapping control and regulation of the 48 States and thousands 
of municipalities regulating the matter of rates, it is impossible for 
the companies to get the increase of rates to meet these increased 
cost of operation, and the result of immediate return would be they 
will be seriously ignored or wrecked. I do not know whether all 
this is true or not, but that is what telephone owners tell me. 

Mr. Madden. Your statement would lead logically to the conclu- 
sion that the Government of the United States would care to continue 
the control for the purpose of regulating rates to increase the 
revenues of the companies to meet any demands that might be made 
upon them ; why should the Government act as the means to bolster 
up these companies? 

Mr. Burleson/ It is not exactly to bolster them up. The Govern- 
ment now has control, and the Government can readjust these rates 
with justice and fairness to the companies and to the public; the 
Government is in a better position than these companies to deter- 
mine whether a wage increase should be granted in a particular case 
or not. Whether all this is true, you gentlemen are ]ust as capable 
of deciding as I am, but these companies with a uniformity that is 
startling come here and say " grant this extension of the period of 
Government control." As I understand it, there are but few who 
protest against extension, and there are reasons for the opposition 
of those few. The great majority uniformly come here and assert 
that it is necessary, speaking from a business standpoint, speaking 
from the standpoint of their companies, th,at this period of control 
be extended. And may I say to you gentlemen that this is no time 
either for partisanship or for timidity; if these companies are right, 
if these companies base their insistence for an extension of this 
period of control on sound grounds, it ought to be granted. 

Mr. Madden. If sound grounds means increased rates and revenues, 
is it sound; that is the question? 

Mr. Burleson. Mr. Madden, if it is just and right to increase a 
rate, then the rate should be raised— the rate should be increased. 
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Mr. Steenerson. Eight there, Mr. Burleson, under the existing 
law it has been for many years that interstate telegraph and tele- 
phone rates are controlled by the Interstate Commerce Commission 
and the intrastate rates by the different utilities or railroad or ware- 
house commissions of the different States? 
Mr. Burleson. It may be." 

Mr. Steenerson. Why are not those bodies, which have been in 
this business for years and years, a great deal better qualified than 
some of these high brows and novices that you have gathered around 
you up there in the Post Office Department ? 
Mr. Burleson. I do not know about the high brows- 
Mr. Steenerson. I mean men who are not telephone men and then 
those who are directly interested, like Mr. Newton Carlton and Mr- 

Vail, and those men. . 

Mr. Burleson. I d6 not know about high brows and novices. If 
you refer to the professor of Harvard University, he may be a high 
brow ; or, if you refer to Mr. Bernard, who was the expert adviser 
of the rate committee, he may be a novice, but my information is he 
is one of the ablest rate-expert men in the United States. Mr. Vail 
and Mr. Carlton have nothing to do with rates. Now, you ask me 
why aren't these various commissions 

Mr. Steenerson. And the Interstate Commerce Commission. 

Mr. Burleson (continuing) . Better equipped to deal with this 
question than the Government, the postal establishment. That is 
the very point that I make. Here is a complex situation that these 
telephone companies are dealing with. The regulation and control 
is contradictory — it is overlapping — 48 States attempting to deal 
with the same proposition. In one State the utility commission will 
fix a very low rate and in another State, through some influence, 
they will fix a very high rate— this being about the greatest differ- 
ence in different States. 

Mr. Steenerson. Would not that be right, in the sparsely settled 
State, that they should have a higher rate than in States where they 
have a very much more compact population ; haven't these things got 
to be adjusted to the local conditions? 

Mr. Burleson. No, Mr. Steenerson; take the toll rate: As far as 
the long-distance toll rate is concerned, it is comparable to a postal 
rate. It should be uniform and universal ; it should apply to every 
individual, to every State, and to every section exactly alike. 

And whenever you find an individual who sees it otherwise some- 
thing is wrong with him. What would you think of an individual — 
a New Yorker — who would insist that the postal rate on first-class 
matter in New York should be 1 cent and that the postal rate in 
North Dakota and other States should be 2. Why, at once you 
would say, " The man's morals are perverted." You would say that 
man doesn't see things in the light of honesty. He wants his State 
to have the advantage of a discriminatory rate, the burden of which 
is to rest upon another State. 

Mr. Steenerson. How does that affect your zone system ; does not 
the zone system violate your principle? 

Mr. Burleson. Absolutely not. 

Mr. Steenerson. That gives different rates to different localities 
for different distances? 

Mr. Burleson. But not for some distances. It applies to every 
paper and every magazine exactly alike, regardless of the place of* 
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publication; but, of course, the gentleman will understand that is 
entirely beside the question. I am perfectly willing to consume your 
time, if you desire it, by discussing that question. The zone rate 
applies to every magazine, regardless of where it is published, exactly 
as it applies to every other magazine. 

Mr. Steenerson. jBut they complain they are deprived in the West 
of the eastern literature, because of not having the same rate. 

Mr. Burleson. The distance from San Francisco to New York is 
no greater than the distance from New York to San Francisco, so 
the East suffers a like deprivation. And as far as the complaint in 
the West is concerned, I will say to you that the great majority of 
the magazines and newspapers in the West are in favor of the zone 
system; they have insisted on it for years. Those who are intelligent 
have insisted for years that a flat rate was a discrimination against 
them, that they could not build up a national magazine in thp Central 
West or the far West, because of the advantages given to magazines 
in certain large centers in the East, which had not only the many 
advantages resulting from a close proximity to the wood pulp and 
paper mills, but were given the same postage rate to subscribers who 
live in close proximity to the western magazine. The intelligent 
westerners not only recognized the justice and equity of the present 
law, but they know instead of it being a sectional law that the old 
flat-rate system was sectional in its effects, favoring one particular 
section, so far as the magazine publications were concerned, at the 
expense of all the other sections of the United States. 

Mr. Madden. You are talking about toll rates. 

Mr. Burleson. I will get back to the issue — I will not forget 

Mr. Madden. I would like to ask you a question on that. 

Mr. Burleson. Just let me finisn answering the question of the 
gentleman from Minnesota and I will be very glad to answer the 
gentleman from Illinois if I can. Take this toll rate, and I will 
not even attempt to state what it is, because I did not go into all 
the factors which entered into its making, and there are various tech- 
nical intricacies that enter into the making of a telephone rate. 
But when the rate committee said to me, " Here is a toll rate that 
is uniform and applies to every section of our country alike," I 
thought if that were true that it should be adopted, and if the rate 
proves to be too high, and only experience would demonstrate 
whether it was too high, it can be reduced a small per cent to a 
right basis, and can always be easily adjusted so as to meet every 
situation, applying justly and equitably to all sections of the United 
States and to all States alike. And it strikes me that the individual 
who insists upon a lower rate for himself or his State or his section, 
that his views should not be considered, because such individual 
desiring such a discriminatory rate, the burdens of which are to be 
borne by others, his moral views are perverted and ought not to be 
given consideration. 

I understand also that it has been said this toll rate was sectional 
in its effect. Well, the rate was made by one man from Massa- 
chusetts, Mr. Thayer; one man from Ohio, Mr. MacVeigh; one man 
from Missouri, Mr. Simpson; one man from Maryland, Mr. Lewis; 
and their advisors, the two high-brows, one from Connecticut and 
the other one from Massachusetts. You can see what sections had 
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to do with its making. It is also said that Texas has been given an 
advantage ; I do not know whether that is true or not. 

Mr. Black. They do not claim so, those who have been writing 
to me. 

Mr. Burleson. I do not know whether it is true or not; but if 
Texas has been laboring under a discriminatory rate, I am glad she 
is relieved 

Mr. Black. I do not think they claim any favoritism. 

Mr. Burleson. But I am no more glad than if Maine had been 
discriminated against and she had been relieved. 

Mr. Madden. I take it from what you say these rates were fixed 
on the theory of the morals of the situation ? 

Mr. Burleson. No ; that was simply one phase of it. But I am 
glad to tell vou that one feature of it was the justice and fairness of 
it. It was fixed upon the cost of the service as well as the question 
of what was just and fair. 

Mr. Madden. The question arises was any consideration given to 
how much it would increase the revenues of the companies who would 
benefit by it ? 

Mr. Burleson. I suppose there was consideration given to that. I 
can tell you what the rate committee reported to me. When I signed 
the order I asked the question : " Is this rate an increase or a de- 
crease?" And the representation was made that in 70 per cent of the 
cases it either left the rate as it was or slightly increased it and 
that 

Mr. Madden. It is just the reverse of that. 

Mr. Burleson. In 30 per cent of the cases it slightly increased it, 
but it made it a rate applying to everybody and every State alike. 
Ought there to be objection to that? 

Mr. Madden. It makes the toll rate, if I understand it right — I may 
not understand it — it compels the user of the telephone to pay with- 
out being able to get communication in many cases. 

Mr. Burleson. Mr. Madden, it just so happens that is one phase 
of it about which I can speak 

Mr. Madden. That is two phases of it. The main phase, where you 
do get a person-to-person rate, the rate has been increased' on the 
average 144 per cent, and if you will let me say this one more thing, 
the expert of the Massachusetts Public Service Commission has stated 
publicly that more than a million dollars a year, perhaps twice that 
amount, will be added to the Bell telephone operating company in 
New England, through the operation of the new toll rates. 

Mr. Burleson. I do not know whether that is true or not, and the 
only way to determine whether that is true is by trying out this rate. 
I say to you that I am not dogmatic about this rate ; if this rate is too 
high it will be reduced ; if it is too low it will be increased. But you 
pointed out in your question the difference between the user who did 
not get the particular person asked for and the user who did get the 
person. 

Mr. Madden. Yes; that is the point. I think that a legitimate 
question. 

Mr. Burleson. My understanding of that is, and it so happens this 
is one question in connection with that rate matter. I can answer, 
because I did not go into all the details, as I explained. I did ask 
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about this and this explanation was made me by one of the expert 
advisors. He says it is a common practice for commercial repre- 
sentatives of certain houses to put in calls and use certain words, and 
whether they get the particular person or not code words are used 
and they are able to defraud the companies out of their revenue. 
By the use # of such code messages many frauds are practiced on 
the companies' revenues and frequently they have presented bills to 
some of those commercial houses when they had finally fastened this 
practice on them and were able to collect hundreds of dollars from 
them. They say this rate remedies that situation. 

Mr. Madden. If certain commercial practices which are 

Mr. Burleson. Reprehensible. 

Mr. Madden. Which are reprehensible and unjust and ought not 
to be tolerated are in effect, why should a million people for every 
case of that sort be penalized, that is, a million innocent people ? 

Mr. Burleson. I do not think they are. That is not the effect of 
the rate. 

Mr. Madden. Why can't you put the penalty on to the men who 
are practicing that sort of thing without penalizing the man who 
does not practice it? 

Mr. Burleson. To be perfectly frank with you, I am not able to dis- 
cuss with you the technicalities of this rate. If you want to discuss 
the technicalities of this rate I will send gentlemen here who will 
fully explain it to you. 

Mr. Madden. We had a gentleman here who pretended to be able 
to discuss it and he was not able to discuss it any better than 
you. 

Mr. Black. Prof. Holcombe. 

Mr. Burleson. He was not on the rate committee. 

Mr. Madden. He was here. 

Mr. Burleson. He was not on the committee when the toll rate 
was made. 

Mr. Madden. He pretends to know all about the psychology of the 
service. 

Mr. Ayres. I do not think he discussed rates or anything of that 
kind. 

Mr. Madden. I think he did; I think he discussed that phase of 
the situation. 

Mr. Burleson. I do not think he was on the committee. 

Mr. Black. He said he was on the committee. 

. Mr. Burleson. When this rate was made ? 

Mr. Black. He was one of the members of the rate committee. 

Mr. Burleson. He did not have anything to do with this rate. 

Mr. Madden. But he knew about the psychology of the situation, 
I take it. 

The Chairman. Oh, yes : you have gentlemen who come here and 
say they represent all the people of the State and utilities commis- 
sions of the States; but we know it is not so, because the State has 
not delegated that power to anybody, and it may be the same way 
with other matters. 

Mr. Burleson. I want to proceed with the analysis of this resolu- 
tion. I am perfectly willing to answer questions, whether they re- 
late to the zone system or anything else that might interest the 
committee. 
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Mr. Steenerson. We are more interested in that than we are in a 
discussion of the details of this resolution. We understand the reso- 
lution. 

Mr. Burleson. Of course, Mr. Steenerson, if you are not interested 
in the discussion of the resolution 

Mr. Black. We are. 

Mr. Burleson. I thought that was before you for discussion. 

Mr. Steenerson. I had in mind before you went away to inquire 
about the origin of the Government control, if I might do that now. 

Mr. Blackmon. Mr. Burleson, on page 4, if you were to strike out 
lines 4 to 7, would this resolution be satisfactory to you ? 

Mr. Burleson. You mean starting on page 1 ? 

Mr. Blackmon. No ; page 2 ; if lines 4 to 7 be stricken out, would 
this resolution be satisfactory ? 

Mr. Burleson. Mr. Blackmon, I must be satisfied with this reso- 
lution, whatever the committee does with it. I think I can make it 
perfectly plain to you why that paragraph was put in, commencing 
with the second paragraph. The reasons, as I understood them, why 
this period of extension should be granted, as far as I can give them 
to you, I have done so. Now, talcing the second paragraph, com- 
mencing on page 1, line 10, Mr. Blackmon, "The Postmaster Gen- 
eral shall cause to be fixed the appraised value," etc., down to 
and including the word "Congress," on page 2 — now, why were 
those two paragraphs put in there? Does it commit the Congress 
in any way? Not at all. It would give to the Congress at some 
future time such information as could be gathered that would 
enable it to know approximately what it would cost if it should con- 
clude to enter upon the policy of Government ownership. In other 
words, it gives you information that is necessary for you to know 
if you ever seriously consider whether or not the Government would * 
purchase those properties. It does not commit the Congress in the 
remotest degree; it says thatrthis information shall be gathered and 
submitted to the Congress for its consideration. 

I think I can illustrate the desirability of this by a very homely 
illustration. If one approached a stream that wag swollen and con- 
sidered crossing it, he might well say, "From the appearance of 
this stream it is dangerous, and to attempt to cross it might result 
fatally." But would he reject a chart that some one might offer, 
saying to him, " Why, here this stream has been sounded and here 
is the depth at all given points, and here are the locations of all the 
quicksands and the shoals that are found in it." Now, there would 
be just as much sense, it strikes me, in rejecting the one as the other. 
I can understand how some people, terrorized by the thought of 
Government ownership, might reject this information without any 
consideration, but really it simply provides for the gathering of 
important information to, lay before yoii gentlemen for just such 
consideration as vou may see fit to give it. To give another illus- 
tration, you might be desperately afraid to handle dynamite, and 
regard it as extremely dangerous to your life to attempt to handle 
it; but surely you would not regard the chemical equation for the 
making of dynamite dangerous, would you? This furnishes only 
the equation. 

Mr. Blackmon. My question was asking for information. I am 
for the resolution if they strike out line 4 down to line 7 — the Post- 
master General is also directed to negotiate contracts, and so forth. 
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Mr. Burleson. Mr. Blackmon, if that is stricken out, I still say 
that the resolution should be passed. 

Mr. Blackmon. I am for it, strongly for it, if that is stricken 
out — "The Postmaster General is also directed to negotiate con- 
tracts for the purchase of any or all telephone lines, together with 
their property and effects, subject to the approval of Congress." 
With those lines stricken out, I think the resolution is a good one 
and ought to pass. 

Mr. Burleson. Mr. Blackmon, if it suits the committee to strike 
that out, I must acquiesce. 

Mr. Blackmon. With that out, I am in favor of the resolution; 
I think it is a good resolution and ought to pass. But I am so 
thoroughly opposed to ' Government ownership, with that in there 
I could not support the resolution; and I just wanted to know if 
that would meet with the approval of the Post Office Department 
with those lines out. 

Mr. Burleson. I think you ought to have that information* but if 
you do not want it it is thoroughly satisfactory to me. 

Mr. Blackmon. I just do not want the Postmaster General to 
negotiate contracts for purchase. 

Mr. Black. I understood you to state in your opening remarks 
that this first paragraph here was substantially the same as the 
present law, the control under which we are operating, except that 
it extends the time of this control ? 

Mr. Burleson. Yes; and I think the date ought to be made 
definite. 

Mr, Black. It occurs to me there is this difference. The para- 

aph as it is written in the resolution says "as an auxiliary to the 

ostal Service, the Government control, possession, and so on is ex- 
tended." The present law does not say that these properties shall 
be operated as an auxiliary to the Postal System, and it occurs to 
me that this is a very important and a very substantial change. 

Mr. Ramseter. Isn't it a fact? 

Mr. Black. Oh, no. - 

Mr. Ramseter. The President's proclamation put it in the hands 
of the Postal System. 

Mr. Black. Certainly he did, but with no order that it ought to 
be operated as an auxiliary to the Postal System. I would like to 
have some explanation on that point. 

Mr. Burleson. Mr. Black, it is embarrassing in a way to answer 
that question. 

Mr. Black. I do not want you to answer if it is. 

Mr. Burleson. I will say to you, Mr. Black, when I transmitted 
this resolution to the chairman, those words were not in there, so any 
ulterior motive they might attribute because of those words falls to 
the ground. 

Mr. Black. I did not attribute any ulterior motive at all; I just 
wanted an explanation because it did occur to me that would effect a 
very important and substantial change. 

The Chairman. I introduced this resolution at the request of the 
Post Office Department, and I never introduce any resolution that 
•does not meet my approval entirely, whether it conies from the Post 
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Office Department or anywhere else. I put that language in the 
resolution myself before I introduced it. The reason I did it ought 
to be apparent to you, as it is to everybody, that it left beyond ques- 
tion the jurisdiction of this committee and there was possibly some 
question of the jurisdiction without that language. 

Mr. Black. I am very glad to have the chairman's explanation. 

The Chairman. I wanted this committee to assume the control of 
this question, because it is postal and therefore I put language in it 
that would prevent possibly a contention we were without jurisdic- 
tion. 

Mr. Ayres. Do you think beginning with line 8, for instance, on 
page 1, that it might be well, after the word " until " to leave out 
" otherwise ordered by Congress," and say " two years from the time 
of the declaration of peace," or " two years from July 1, 1919? " 

Mr. Burleson. Two years from the declaration of peace would 
still leave it uncertain. I believe there ought to be a fixed, certain,, 
date, and I base that opinion upon representations made to me by 
business men who own these companies, that they must have a defii- 
nite, fixed, date in order when they ask credit of banking institutions 
they can say here is exactly the situation. 

Mr. Ayres. Assuming the declaration of peace wa3 made July 1> 
1919, would it be all right to make it two years from July 1, 1919? 

Mr. Burleson. Certainly. As far as the length of time is con- 
cerned, for which this extension should be granted, there is the 
greatest diversity of opinion. Some of the companie3 believe that 
one year is sufficient; some believe that it should be as long as five 
years. One company, I think, suggested six years. A very intelli- 
gent gentleman by tne name of Beam, I think, who is the president 
of the Ohio Telephone Co., one of the largest in the country, came 
to me to talk with me about it, and he asked : " Now, what length 
of time do you think ought to be fixed for this period of extension."* 
I replied : " Mr. Beam, I believe that within two years that this whole 
situation will have been thoroughly ironed out, and if then the Con- 
gress decides to turn them back it could be done with but little injury 
to these companies." He frankly said to me : " I do not agree with 
you. We have been discussing it and we think three or four years 
should be the period." I replied : " I believe it can be done in two- 
years ; that is, if such extension is granted ; that the interest of all 
concerned can be properly safeguarded." After that discussion with 
Mr. Beam I asked the chairman of your committee to wire to Mr., 
Vail, who I regard as the ablest wire expert in this country. Mr. 
Vail had been very earnest in urging that there should be a longer 
period. I asked the chairman to wire Mr. Vail and ask him " What 
is the shortest period of extension of time in which you think the 
interests of the companies and the general public can be conserved V r 
I believe he answered two years, didn't he, Mr. Chairman ? 

The Chairman. The telegram is already in the record. 

Mr. Burleson. Of course, it is a matter of judgment. I do not 
know whether it is best to make it two, or three, or four, or five 
years ; your judgment is probably as good as mine. 

Mr. Madden. It is all a guess, isn't it? 

Mr. Burleson. It is not a guess, Mr. Madden, it is a matter of 
judgment. 
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The Chairman. There has been a gentleman before this committee 
as representing the Minnesota Independent Telephone Lines. I have 
here a telegram received from the Independent Telephone Companies 
Association of the State of Minnesota. I think they insist upon the 
return of the property and the fixing of a definite date, and they say 
that the date ought be the 31st of December, 1920. What do you 
think of that date ? 

Mr. Burleson. That date conforms to about what my idea is. I 
am in accord with the view of the Minnesota people. 

Mr. Steenerson. It is not the Minnesota people; it is the telephone 
companies. 

Mr. Burleson. That conforms to my idea of the length of time — 
that is, I believe it can be done. Some of the ablest wire men and 
wire owners have though it will take a longer period of time; but 
I believe we can safeguard the interests of those companies and the 
general public within that period of time. The danger of fixing 
it on the 1st day of January, 1920, is that that is just one month after 
the new Congress convenes, and the new Congress would not have the 
opportunity within that time to give the situation full consideration. 

Mr. Eamseyer. The new Congress convenes next December, 1919. 

Mr. Burleson. The next Congress convenes December, 1919; the 
1st of January, 1920, is just a month later. 

. Mr. Black. I want to ask this one question: Laying aside this 
proposition to extend this control for the purpose of effecting cer- 
tain consolidations, do you not think that the extension of this period 
until January 1, 1920, would give ample time to adjust the different 
equities that might exist between the Government and the companies, 
and to arrange for the turning of them back in a proper way to the 
companies? 

Mr. Burleson. It might be sufficient time; but the great majority 
of these companies do not believe so. 

Mr. Black. On that point, of course, we have a great many indus- 
tries that would like to have the Government be under them as a 
supporting power during this period of reconstruction; but do you 
think that particular matter should receive consideration on the part 
of a committee of Congress, merely to favor the companies in the 
matter of financing them ? 

Mr. Burleson. I regard this as a question of the greatest interest 
to the public. The public, the manufacturers, the owners of the 
great industrial enterprises in this country, are deeply concerned 
about the character of the telegraph and telephone service they are 
going to have during the immediate future. They are going to need 
it in their business, immediately aftei: this war — when it is finally at 
an end — in order to properly develop their business and secure their 
part of the foreign trade. To do this it will be necessary for them 
to have, they must have, efficient telegraph and telephone facilities, 
and if during this period confusion arises, losses are sustained, and 
a period of deterioration of plant takes place, and in the end the 
Service deteriorates — which I oelieve and all these telephone opera- 
tors believe will certainly follow unless extension of control is 
granted— you can see that the public is as deeply concerned about this 
situation as the companies. As I said to Mr. Madden, if I wanted to 
ride a pet hobby without regard to the public interest or the interest 
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of these companies, and insure Government ownership,' I would say 
to turn them back at once. 

Mr. Ayres. You are right about that. 

Mr. Burleson. But I believe the interests not only of these com- 
panies, their financial interests, ought to be guarded and protected, 
out I believe more so that the interest of the public, the interest of 
the manufacturers and merchants and commercial men of this 
country ought to be looked after as far as the efficiency of this service 
is concerned. 

Mr. Black. What percentage of the gross receipts of the telephone 
companies is obtained from local stations? 

Mr. Burleson. I am unable to give you the information on that. 

Mr. Black. A witness here stated it was 95 per cent. 

Mr. Burleson. I think he is mistaken about it; he may be right, 
but I think it is nearer 25 per cent. 

Mr. Black. It occurs to me it would be a very unwise policy for 
the Federal Government to undertake to assume the burden of 
financing local enterprises where at least 95 per cent of their entire 
receipts are obtained locally. 

Mr. Burleson. You gentlemen should keep in mind that these 
companies must be kept self-supporting. You have not made any 
appropriation and I must operate them from their revenues. 

Mr. Black. You will admit that the contracts you are making will, 
obligate the Government, as far as that is concerned, and in the event 
the revenues of the companies are not sufficient to pay the compensa- 
tion agreed upon, that the United States Government would oe re- 
sponsible? 

Mr. Burleson. Absolutely. But it is my duty to see that these 
revenues are adequate; and if it is necessary to raise these rates in 
order to do that, however much I might regret having to do so, I will 
not hesitate to do it. 

Mr. Madden. Of course that would amount to the same thing; you 
are imposing the burden on the public of maintaining the companies, 
whether you do it through the Treasury of the United States or 
levy it against the telephone users. 

Mr. Burleson. That may be. 

Mr. Eamseyer. How do you propose to go at it, to safeguard 
these companies and the public, if you are given, say, control for a 
period of two years? 

Mr. Burleson. I do not have to go at it. If this period of un- 
certainty is brought to an end, the companies themselves will go at 
it. Many companies want to make additions. As I understand, 
there are approximately 10,000,000 telephones in the United States, 
and that the normal increase is* from 6 to 7 per cent. Now that 

frowth has been held up. That would be 600,000 a year that has 
een held up for two years. Many companies want to make addi- 
tions to their plants, and all that has been held up for two years. 
I issued an order at the instance of the War Board — — 
Mr. Madden. The War Industries Board. 

Mr. Burleson. The War Department people to bring extensions, 
installations, and additions to an end, and that was the very pur- 
pose of it. 
Mr. Madden. That was during the war? 



GOVERNMENT CONTROL OF TELEGRAPH AND TELEPHONE. 405 

Mr. Burleson. That was during the war, to bring to an end the 
use of all materials even to the smallest degree; though in a large 
measure this had already been accomplished. Now, with this hold- 
ing up of extensions and additions, the factories that are making 
these appliances for these companies are without work and this con- 
dition will continue as long as this period of uncertainty exists. 
Now, gentlemen, it is up to you; you can judge the situation just as 
well as I can. If jrou want to take the responsibility of flying in 
the face of the advice and the suggestions of these gentlemen who 
have their money in these plants, and who really believe their prop- 
erty is being jeopardized, you can do so. But I want to say to you 
that this is not the time for partisanship. 

Mr. Madden. There is no partisanship about this; I do not think 
that ought to.be injected, and there is nobody injecting that up to 
the present time except you. 

Mr. Burleson. Oh, no. 

Mr. Steenerson. You are the only man who has mentioned parti- 
sanship since these hearings began. 

The Chairman. You may not have used the word partisanship, 
but anybody who has any sense can see where it is in this committee. 

Mr. Burleson. If I am the only man who has mentioned it, I am 
sure the members of the committee will bear witness that it is men- 
tioned in the right spirit. 

Mr. Eamseyer. You make the suggestion that the whole trouble 
is the business men are up in the air because as it is now it is sim- 
ply indefinite. Now, if it is definiteness they want, why wouldn't a 
definite time of 90 days be as good as three years? 

Mr. Burleson. I answered that, Mr. Ramseyer, a few minutes ago, 
by telling you we are in a period of transition and that demands are 
being made on these wire companies on the one side that would in- 
crease operative cost that, if they respond to, requires that certain 
action must be taken on the other side to prepare them to meet those 
demands. 

Mr. Eamseyer. What are those demands, now; financial or labor 
demands? 

Mr. Burleson. All kinds. And with the complex — I want to re- 
peat that phrase — with the complex, contradictory, and overlapping 
control and regulation of 48 different States, it is impossible for a 
company to get pesults. 

Mr. Ramseyer. If you haVe control for two years longer, of course 
undoubtedly you are going to coordinate these companies, and as 
nearly as possible have one service. How on earth are you going to 
turn them back after that has been done, if Congress decides to do 
that? 

Mr. Burleson. I am glad you mentioned that. I suppose there 
must be some wire people in here, because I have made the same 
talk to all of them. I have universally stated to those gentlemen 
that it was not my purpose so to conduct these operations as to force 
Government ownership; I am going to conduct them as best I can 
from a business standpoint, and if it results in increasing sentiment 
for Government ownership, then I can not help it; if it results, on 
the contrary, for a decrease in the sentiment for Government owner- 
ship, then we have to take those consequences. 
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Mr. Bamseyer. You will admit, General, you can not operate and 
do not intend to operate these systems for two years without uniting 
the systems more than they are now, but will operate all these 
various telegraph companies and telephone companies as one system? 

Mr. Burleson. You mean elimination of competition? 

Mr. Bamseyer. That is one way, the doing away with competitive 
offices and all that kind of thing. 

Mr. Burleson. I think it is admitted by everybody that com- 
petition in the telephone service should be eliminated. I understand 
there are "hundreds of letters pouring into the wire committee from 
chambers of commerce, boards of trade, civic organizations, and 
so forth, insisting that consolidation take place. The period for 
competition in the telephone service is past and every well-informed 
man recognizes that fact. 

Mr. Bamseyer. You will admit, then, you would not come out at 
the end of two years the way you entered, and do not want to ; you 
do not think it is for the public good ? 

Mr. Burleson. In this consolidation, Mr. Bamseyer, in the agree- 
ments between these companies we try to make them make their own 
agreements that are satisfactory to both of them. 

Mr. Bamseyer. We are not urging this any longer as a war 
measure; it is just simply to tide these companies over the period of 
reconstruction? 

Mr. Burleson. It is believed necessary. 

Mr. Blackmon. If that consolidation was made, if that system 
was worked out, and it was for the interest of the public, and theji 
the telephone companies were turned back to the original owners, 
they would not dare, then, to make any change in arrangement that 
would work out to the good of the companies? 

Mr. Burleson. Probably not. Now, gentlemen, as proof of waste 
of competition I read a statement from somebody. I do not know 
whether it is true or not, but if it is true it is proof conclusive that 
the public sentiment, the public opinion, the public thought, is 
against competition in the telephone service. I read a statement 
made by somebody that there had been only two cases of the build- 
ing 'of an independent exchange in competition with the Bell, or a 
Bell line, in competition with an independent line within the last 
five years. If that is true, it shows that the public is educated on the 
question of competition in the telephone service; the public had 
reached the conclusi6n on that subject; and as I tell you, there are 
hundreds of letters asking that this wasteful, extravagant, vexatious, 
and annoying competitive service be brought to an end by the con- 
solidating of companies. 

Mr. Steenerson. I would like to call your attention to the fact 
that the resolution under which the Government took control of the 
telephone and telegraph lines was not introduced until June 27, 
1918, and the act was passed in July, I think. 

Mr. Burleson. Yes; that is my recollection. 

Mr. Steenerson. Now, that was more than a year after we de- 
clared war; the declaration of war, I believe, was on the 6th of April? 

Mr. Burleson. The 6th of April, 1917. 

Mr. Steenerson. So that there was a year and three months. 
Now, were you consulted before this resolution was brought into 
Congress, before it was brought up by Mr. Sims? 
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Mr. Burleson. I was sent for, Mr. Steenerson, to appear before 
the Committee on Interstate and Foreign Commerce. 

Mr. Steenerson. But before it was introduced! 

Mr. Burleson. I know what you have in mind; you do not ex- 
actly ask the question, but I will answer it. You want to know 
whether I institgated the introduction of that resolution. I did not. 

Mr. Steenerson. There was nothing wrong about it. 

Mr. Burleson. Not at. all. 

Mr. Steenerson. But what I want to know is why the resolution 
was not introduced earlier, and why Congress was not asked to take 
possession of these wire lines at the same time they were asked to 
take possession of the railroads? 

Mr. Burleson. I can not answer you that question; I can not read 
the minds of those who were responsible for its introduction. 

Mr. Steenerson. I thought, being a member of the Cabinet, you 
might know. 

Mr. Burleson. They are very wise men, but they are not mind 
readers. That resolution was introduced by Mr. Aswell, and Mr. 
Aswell did not consult me about its introduction, and I did not know 
it was in existence until it became a live issue. He did come to my 
office the morning after hearings had been fixed to talk to me about it. 

Mr. Steenerson. The object of taking control and possession of 
the wire lines was to conserve the national security and defense, was 
it not, in time of war? 

Mr. Burleson. You will have to ask the President about that. 

Mr. Steenerson. You do not know? 

Mr. Burleson. I do not know what operated upon the President's 

mind. 

Mr. Steenerson. Well, those questions have been part of the ad- 
ministration's policy ; he. wrote a letter to Congress in favor of this 
resolution* 

Mr. Burleson. You can draw such inference from that as you 

see fit. 

Mr. Steenerson. Being at the head of the Post Office Department, 
the department that controls communication, can you say whether 
there was any real necessity for the taking of them over ; was there 
any way whereby the security and defense of the country could be 
more safely guarded then by taking them over than during the year 

previous? 

Mr. 'Burleson. I am quite sure there was, or the President would 
never have taken them over. 

Mr. Steenerson. You do not know of anything yourself ? 

Mr. Burleson. Certainly, I know the conditions. 

Mr. Steenerson. In what way did the taking over of these lines 
secure and preserve the defense of the countryl 

Mr. Burleson. We all know that at the particular moment there 
was the greatest, demand being made by Gen. Pershing for all the 
material that entered into the construction and operation of these 
wire systems; we know that in so far as one of the companies was 
concerned, I think it was along about that time, there was a threat- 
ened strike. It is not so fresh in my memory now as it was at that 
time, but if you will send up and get the hearings before the com- 
mittee 
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Mr. Steenerson. I simply want it in a general way; I do not want 
the details— did the taking over of these wire lines of communica- 
tion tend to further the security and defense of the country by, for 
instance, preventing this general propoganda and the blowing up of 

factories • 

Mr. Burleson. I do not know. That is a matter that did not 
address itself to me as I was not the one to pass on it. 

Mr. Blackmon. Will the gentleman from Minnesota permit me to 
ask a question: Is the gentleman complaining of the manner in 
which the war has been handled and is being settled? 

Mr. Steenerson. I do not propose to go into a side issue like that. 
The gentleman can reason that out for himself. 

I want to know if the taking over of the communication of the 
wire lines further secured the defense of the country in time of war, 
whether the same reason will continue after peace has been declared, 
or will it be based upon another reason entirely ? 

Mr. Burleson. It is not being contended now that this extension 
should be granted for war purposes ; that is not the intention at all. 
I have evidently expressed myself very poorly if you have gotten 
that impression from what I have said. 

Mr. Steenerson. Why, the Post Office Department, in its annual 
report, has contended for a number of years that the Government 
should have a monopoly of all communications of intelligence. 

Mr. Burleson. I would be delighted to discuss that with you, Mr. 
Steenerson, but that is beside the issue. 

Mr. Steenerson. You could not answer it briefly? 

Mr. Burleson. Certainly I could answer it briefly. I have always 
believed that all means of communication should be under the postal 
establishment. The Government is now exercising a monopoly over 
a part of the transmission of intelligence, and here are two other in- 
strumentalities that have been invented since the Constitution that 
are vehicles or means for the transmission of intelligence as much so 
as the transmission of intelligence on a written paper ; and I believe 
it all should be a part of the postal establishment. And I have been 
in good company on that proposition ; some of the ablest Republican 
Postmasters General have recommended it before I ever recommended 
it. I believe it is not only authorized, as I stated in the beginning, 
by the Constitution, but I believe it is economically sound, and I be- 
lieve there should be a unification of these services and a consolida- 
tion of them with the postal establishment, and that thereby we could 
not only give better service but that we could in the end give cheaper 
service. And I have believed that for years. 

Mr. Steenerson. Don't you recognize there is a difference between 
communication by sealed letter and communication by these wires ? 

Mr. Burleson. Certainly. One is by means of electricity and the 
other is a writing on paper ; that is all. 

Mr. Steenerson. One is secret and confidential between the sender 
and receiver, whereas these others are always known to those gentle- 
men who handle them. 

Mr. Ayres. There is also a difference between postal cards and 
sealed letters. 

Mr. Burleson. They, of course, may be known to those who handle 
them, but otherwise communications over the wire are secret, and we 
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want to make them still more secret And one of the first things I 
did after the Government took possession was to urge Chairman 
Moon to introduce a bill making it a penalty, a severe penalty, for 
anybody > 

Mr. Steenerson. We have already discussed that ; I was on the 
committee that perfected th at bill. 

Mr. Buri/ESon. I am glad you understand it. 

Mr. Steenerson. But on the general philosophy of the matter, do 
you contend that it is necessary for the Government, through the 
Post Office Department, to have a complete monopoly of all means of 
the communication of intelligence? 

Mr. Burleson. I have said that I believe it is wise for the Govern- 
.rnent to return to that course; but that is not the issue here at alL 
The issue of Government ownership is not involved in this resolution 
in the slightest. 

Mr. Steenerson. Oh, the first step is involved, certainly, in thip 
resolution, because there is a clause here authorizing you to appoint 
a committee to make a bargain. 

Mr. Burleson. Information gathered for the consideration of the 
Congress. 

Mr. Steenerson. Oh, yes; but there would be no use if we were 
against it to pass that provision? 

Mr. Burleson. Why, certainly, to such it would not be of any use, 
but to the man who keeps an open mind and would be willing to re- 
spond to reason it might be of some use to him. 

Mr. Steenerson. Not if we spent the taxpayers' money for the pur- 
pose of making a bargain with the owners and reporting at what we 
could buy it, so long as we did not intend to buy it, wouldn't that be 
folly? 

Mr. Btoojsson. Of course, it would be folly if you intended to take 
no action upon it ; it would be folly to take the step if everybody had 
their minds made up. And I frankly say to you if everybody had 
his mind made up it ought not to be done ; but if you want informa- 
tion necessary to consider to assist in forming an intelligent conclu- 
sion I think you ought to have it. 

Mr. Steenerson. Have you considered the matter of political in- 
fluence — the control it would give the Postmaster General of the 
United States if he exercised a monopoly of all means of communi- 
cation between the people of the United States, so that they could 
not communicate in any other way? 

Mr. Burleson. I have considered every phase of it, and so far as 

Eolitical influence of the Post Office Department is concerned there 
as been an earnest effort on my part, however much my sincerity 
may have been questioned, to take the Post Office Department out of 
politics. 

Mr. Steenerson. I have never said anything to the contrary; in 
all of my remarks you have never found I was criticising the Post- 
master General for political bias in his service. But this is a larger 
question; this is a service which concerns the comparative decision 
of the citizens of the Government which, in this absorption of all 
this power, would seem to be all powerful ; and that influence, it seems 
to me, would destroy the very foundations of free institutions. 

Mr. Wooor ard. Mr. Burleson, in the comparatively short time 
that the Government has had control of these lines, what are the 
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conditions that have been brought about that would cause them to 
be so demoralized and turned over? Here are other large business 
industries that have to go through this period of reconstruction 
and the point I want to get at is why is it necessary that these tele- 
phone and telegraph lines, which, as I believe, and as the public 
generally think, were at least on a fair financial basis before the 
Government took them over — what reason exists, if we should fail 
to pass his resolution extending this time, that they should be so 
utterly and thoroughly demoralized and, as you say, that the busi- 
ness people of this country believe that they would suffer by it — 
the public? 

Mr. Burleson. I have not said that the business was utterly and 
thoroughly demoralized. 

Mr. Woodyard. I might have made that a little bit stronger than 
you put it. 

Mr. Burleson. And I do not think any burdensome conditions 
have been imposed upon these companies that put them at a disad- 
vantage. I have tried to place before you and make plain the reason 
this period of extension should be granted. It is that during this 
period of reconstruction, not only the interest of these companies 
would be protected, but that the interest of the general public who 
use the telegraph and telephone service would be protected. If, 
during this period of reconstruction, these companies are not able to 
continue their business and make extensions and enlargements and 
additions, and if the conflict comes between demands upon them, 
upon the one side increasing costs of operation, and their inability to 
get an increase of rates upon the other side to meet those demands, 
then confusion results, and it will result in loss and deterioration of 
service. 

Mr. Woodyard. Why can't they do that; what are the conditions 
that prevent them ? 

Mr. Burleson. I will repeat it again, Mr. Woodyard: The thing 
that makes it utterly impossible for them to do it is lack of credit 
and the contradictory > overlapping regulations of 48 different States 
that they have to deal with when they ask relief . 
. Mr. Ayres. And several thousand municipalities? 

Mr. Burleson. And several thousand municipalities. They can 
not deal with the situation. 

Mr. Madden. They did succeed in building up this system of the 
telegraphs and telephones by individual initiative with all that 
State control, didn't they ? 

Mr. Burleson. Yes, Mr. Madden ; but I believe that the period of 
reckoning was rapidly coming. I will not tell what some of these 
independent companies have said to me, when they first interviewed 
me after the Government took charge of these wires. It would do no 
good to repeat what they said, but the period of reckoning was 
coming with them; they had reached a period of stress where they 
could not have stood much longer. 

Mr. Madden. Is the Government of the United States bound to 
prevent the elimination of concerns that have not the ability to stand 
up under pressure ? That is the question. 

Mr. Burleson. These utilities are performing a public service; 
there is a public interest to be safeguarded. It is absolutely neces- 
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sary for the business men of this country that they should have effi- 
cient postal service, telephone service, and telegraph service, and if 
these companies are handed back and what tney expect happens, 
then a period of deterioration takes place. Many of them believe 
they will be bankrupt and the service will deteriorate, and to that ex- 
tent the public will be seriously injured. 

Mr. Black. On that point, General, do you not believe that the 
Nation is now definitely facing a period of decline of high prices of 
commodities ? 

Mr. Burleson. I think there should be a decline in the price of 
commodities. 

Mr. Black. Don't you think there will undoubtedly be a decline 
in the price of commodities — and a very substantial one — that enter 
into the cost of construction and rehabilitation of these lines? 

Mr. Burleson. That brings on more talk. Under the proclama- 
tion of the President guaranteeing the price of wheat for 1919, up 
to June, 1920, issued at a time when it looked as if the war was 
going to go on and we would need the wheat, if that prevents in this 
country a decline in the market price of wneat, it would result in 
preventing a readjustment of the prices of every other commodity 
that is affected by the market price of wheat. That would keep up 
prices. I do not see how these prices can go down so long as $2.20 
a bushel is the market price of wheat. 

Mr. Black. Why, the prices are going down on butter and other 
commodities, aren't they f 

Mr. Burleson. That may be. 

Mr. Madden. Butter went down 15 cents a pound and eggs went 
down. 

Mr. Black. And cotton went down 10 or 15 cents a pound. 

Mr. Paige. I would like to ask a question. I would like to know 
where the demand for this legislation comes from, whether the pub- 
lic, the telephone companies, or the Post Office department? 

Mr. Burleson. I do not suppose you were here when I gave the 
genesis of this resolution. This resolution originated, as I under- 
stand it, with the wire-control committee after consulting with 
many of these telephone owners. It originated with the committee. 

Mr. Paige. Then I would assume that it is in the interest of the 
telephone companies? 

Mr. Burleson. No; not in the interest of the telephone companies 
alone; it is partially in the interest of the telephone companies and 
partially in the interest of the public. 

Mr. Paige. It certainly can not be to the public interest, because 
the testimony here from Minnesota and elsewhere was that the result 
of the operations so far had been to increase the rates, which they 
were protesting. 

Mr. Burleson. Mr. Paige, let me ask you a question if you do not 
object. I do not know that that is true, but if it is true and Minne- 
sota was receiving a lower toll rate than all the other States of the 
Union, do you think that that condition ought to be continued or 
ought it to be put on a parity with all the other States of the Union? 

Mr. Paige. I should say that depended largely on local conditions 
out there. •»• 

Mr. Sterling. I understand it is your contention that by a rea- 
sonable extension of time the public will not be much injured by 
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these processes, and that it will give the department information to 
present to the succeeding Congress or the succeeding one. They 
will have sufficient information that will enlighten tne public on 
the question of Government control or ownership at a later period; 
that this extension of time will afford both those things ? 

Mr. Burleson. Of course, it would give that information if these 
two paragraphs were left in the bill ; it Would give us the broadest 
measure of information. <* 

Mr. Sterling. I am supposing if you strike those out. 

Mr. Burleson. If you strike those out, the department would* be 
in no better position to furnish information at the end of the time. 

J£r. Sterling. I am asking with the resolution as it is now, and 
th«a I want to ask you if you have another thought in your mind. 
It is common knowledge now that among the people in this country 
we have an ultraradical class throughout the United States that is 
in favor of Government ownership and control of most all public 
utilities and public-service corporations ; then we have a conserve 
tive class that is opposed to any control or ownership ; and then we 
have a middle class that possibly favors the control of some. Da 
you think in this case, as in most other cases, that the very great 
majority of the American electorate are attending to their own busi- 
ness and are not intelligently passing on these questions, and do 
not do it until something is brought about, and that when that time 
comes they want the facts presented to them in a concrete shape? 

Mr. Burleson. And with all the information. 

Mr. Sterling. And then they will decide this question? 

Mr. Burleson. With all the information at hand. 

Mr. Sterling. Precisely ; and that the American people, when they 
really get that information, they control the Congress and Congress 
is ready to do their will. For instance, about a month ago the 
President came to the Congress — we will have to admit a very 
intelligent and reputable body since we are part of it — and he said 
he had no plan about the railroad system, and handed it back to us, 
and we haven't any. And only yesterday a Member of the United 
States Senate introduced a resolution to prevent the President from 
handing back the railroad proposition to the railroad owners until 
some plan should be worked out. And it can not be worked out now j 
and what a very great majority of the American electorate wants is 
the inside facts, because they are busy attending to their own busi- 
ness. And once they get the facts they will decide for the Congress 
on that one issue. 

STATEMENT OF MB. CARL D. JACKSON, CHAIRMAN OF THE RAIL- 
ROAD COMMISSION OF WISCONSIN. 

Mr. Jackson. I appear on behalf of the people of the State of Wis- 
consin, the governor, and the legislature. I want to state just the- 
facts in the State of Wisconsin. There is no competition in the tele- 
phone business in Wisconsin; the reports to the railroad commission 
of the State of Wisconsin show that the telephone companies are- 
prosperous in the State, and the Bell phones, as well as the others, 
admit at the present they do not need any increased revenue* 

I wish to state, and leave with you, that the proposed new rates 
for telephone service in the State of Wisconsin show an increase of 
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100 per cent. I wish to leave with you, if I may be permitted, our 
examination of the representative or the Bell Telephone Co. before 
the commission on the proposal of these rates; and I do that in con- 
nection with this thought, that Mr* Burleson said it would be unjust 
to burden one community with the losses sustained in other com- 
munities. I wish to state here that on behalf of the Bell Telephone 
Co. it appears from this testimony that it was the position of the 
Bell Telephone Co. in the State of Wisconsin that, although the 
rates were low, they were perfectly remunerative within the State; 
that the State of Wisconsin's rates should not be raised to make up 
losses in the other parts of the country. 

In regard to the finances of the State of Wisconsin and of the tele- 
phone companies within the State, I will say this — that every tele- 
phone company, with perhaps some minor exceptions, and every Bell 
telephone and the larger independents in the State are all perfectly 
capable of financing themselves at a perfectly low rate of interest; 
their securities stand very high and would be very gladly taken by 
the public for any extensions that are necessary. 

I will further state that in this record it appears the Wisconsin 
railroad commission said they would be glad to increase any rates 
necessary in the face of increased costs tney may have, if it were 
necessary, and would give them a speedy hearing on it; and that the 
telephone companies said they did not desire a hearing before the 
commissioners as to whether their rates were low or high. 

(The report submitted by Mr. Jackson is as follows:) 

Report by Mb. Jackson. 

before thk railroad commission of wisconsin. 

In the- matter of the application of the Wisconsin Telephone Co. foi the 
approval of the order of the Postmaster General No. 2495, dated December 13, 
1918, fixing charges and classifications for toll service. 
Present :. Commissioners C. D. Jackson and H. R. Trumbower. 
Pursuant to notice fixing time and place of hearing in the above-entitled 
matter for the 20th day of January, 1919, at 10 o'clock in the forenoon of that 
•day at the office of the railroad commission, in the capitol, Madison, Wis., the 
following appearances were entered: 

Miller, Mack & Fairchild, by Edwin S. Mack, on behalf of Wisconsin Tele- 
phone Co. 

J. A. Pratt, secretary Wisconsin Telephone Association, in its behalf. 
Thereupon the following proceedings were taken : 
Commissioner Jackson. Gentlemen, we will proceed. 

Mr. Mack. I will ask the commission to take notice and make a part of the 
record the proclamation of the President of the United States of July 22, 1918, 
pursuant to the joint resolution of the Congress of the United States, dated 
July 16, 1918, by which he takes control of the telephone business of the United 
States and places it in charge of the Postmaster General, Albert S. Burleson. 
I have a copy of that here if the commission wishes to have it marked as an 
•exhibit. 

Commissioner Jackson. I suppose that you offer that subject to any objec- 
tion that might be made — if anybody was appearing to oppose your application 
on behalf of the telephone users — to the effect that it was immaterial, etc., 
"because it did not authorize the Postmaster General to make intrastate rates 
nor deprive the railroad commission of Wisconsin of the authority vested in it 
by the constitution of the State of Wisconsin and the laws, and therefor we 
will allow it to be filed and receive it, subject to that objection, the same as 
though the objection were formally made on behalf of the people of the State. 
Mr. Mack. I assume that a proclamation of the President of the United 
States, being an official communication, need not be offered in evidence, but 
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• 

would be a matter of which the commission would take notice in the nature of 
a judicial notice by a judicial body, would it not 7 Does the commission desire 
a copy of it for Its files? 

Commissioner Jackson. If you will, leave a copy if you have it. You have- 
offered it in evidence. 
• Mr. Mack. That is received, is it not, subject to that objection? 

Commissioner Jackson. Yes. 

(Document entitled: "By the President of the United States, a proclama- 
tion," received in evidence, subject to objection, petitioner's Exhibit 1.) 

Mr. Mack. I present, and ask to be marked for identification, a copy of the 
postal bulletin of the United States, dated December 18, 1918, consisting of two 
sheets, Volume XXXIX, 11,832, and ask that it be marked Exhibit 2, sheets 
1 and 2. 

(Document entitled: "United States Telegraph and Telephone Administra- 
tion Telegraph and Telephone Service Bulletin No. 22, marked petitioner's 
Exhibit 2, for identification. ) 

Commissioner Jackson. This is technically and generally known as Bulletin 
No. 22. 

Mr. Mack. It contains Bulletin No. 22, but it is the official bulletin of the 
Post Office Department. That, so far as I know, Is the only official method 
of promulgation of the order. 

Commissioner Jackson. It will be received subject to the same objection that 
was made as to any application to intrastate rates or any right of the Post- 
master General to make intrastate telephone rates. 

(Petitioner's Exhibit 2 received in evidence subject to objection.) 

Mr. Mack. In offering this Exhibit 2 in evidence, I am offering it for the 
purpose of presenting to the commission and offering in evidence so-called tele- 
graph and telephone service Bulletin No. 22, which is set forth in this official 
postal bulletin, and which is the same as Exhibit "A" attached to the petition 
in this matter. Mr. Trumbower asked me by telephone for some additional 
copies of this Bulletin No. 22, and I have, at his request, brought here, I think, 
the number he asked me for, 10 copies, which I hand to the commission. [Hand- 
ing copies to commissioner.] 

Commissioner Tbumboweb. These are simply copies of your Exhibit "A" at- 
tached to the application? 

Mr. Mack. Yes ; that is right. I might state to the commission that so far as 
the Wisconsin Telephone Co. is concerned here it is, of course, operating only 
as an agency of the Postmaster General, and as part of the control of the tele- 
phone system by the United States under the joint resolution of Congress of 
July 16, 1918, referred to. That, so far as we see it and as determined by 
Judge Hand in the case of the Commercial Cable Co. against the Postmaster 
General* a state of war still exists ; that the war powers of the Congress are in 
full force and they cover the taking over of means of communication for all 
purposes and all manners if deemed necessary by the Congress, and that is 
deemed necessary here. That the amount of income as well as expenditures of 
the entire system taken over by the Government necessarily must rest with the 
Federal Government, and that therefore there is no jurisdiction in anybody — 
any State body, I should say, to Interfere with the method of Government con- 
trol or the rates fixed by the Government. 

In making this statement as the position, as I personally understand it — the 
time for hearing has been so short that I have had only time this morning to 
receive a brief containing the position of the solicitor of the Post Office Depart- 
ment — and while stating my general views I do not wish to preclude the addi- 
tion of such further arguments and reasons in favor of the action of the Post- 
master General as may subsequently be suggested, either by further study 
myself or by the official counsel of the Post Office Department. 

Commissioner Jackson. I would like to ask you , a question right there, 
please, Mr. Mack. The organization of the Wisconsin Telephone Co. remains 
intact 



Mr. Mack. In that eonnection- 



Commlssloner Jackson. Just please answer if it does, yes or no, as to the 
people who are handling the matters for the Wisconsin Telephone Co. 

Mr. Mack. So far as I know there has been no change made in it. I am 
speaking of that merely because I should not want my statement to be a con- 
clusive admission, but so far as my information is concerned it does remain 
so, and in that connection 
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Commissioner Jackson. I will just ask you to answer the question. You may 
put in anything else you desire afterwards. Now, the Wisconsin Telephone Co. 
has toll lines throughout the State of Wisconsin, has it not? 

Mr. Mack. It owns such lines ; yes. 

Commissioner Jackson. It has regional directors in charge of its telephone 
system throughout the State, do you know — district managers? 

Mr. Mack. It has a manager in charge of its business throughout the State 
acting under direction 

Commissioner Jackson. I am just asking whether it has such district man- 
agers in charge of the State 

Mr. Mack. That is not quite an accurate designation. It has a district man- 
ager in charge of certain districts of the State ; the district managers report 
to the general manager in Milwaukee ; so far as any features are concerned he 
is in charge under the general orders of the president and operating vice presi- 
dent of the company in Chicago. 

Commissioner Jackson. I am not asking where they receive their orders, 
but so far as they have charge of the State, although they may be under 
somebody else. 

Mr. Mack. I will explain after I have — I will offer in evidence a bulletin 
which will perhaps show something. 

Commissioner Jackson. I would like to ask this question : The charges for 
toll or for local service are collected through the same local instrumentalities 
of the same set of officers as has been in vogue for a great many years, is. 
that not so? 

Mr. Mack. My understanding is that is the fact, but I should like it to be 
stated that the facts which I am stating are simply those as I believe them 
to be. I have no knowledge, I merely mean to say I have certain impressions 
and certain beliefs and I am willing to state those, but I have not kept up 
with the intimate details of it and I have not before me the entire file of the 
Postmaster General's bulletins which control the matter. 

Commissioner Jackson. Now, bilh» are sent out to the users in the various 
parts of the State where the Wisconsin Telephone Co. makes collection either 
of tolls or of local charges by certain local agencies of the Wisconsin Tele- 
phone Co., is that not so, 

Mr. Mack. That is my understanding. 

Commissioner Jackson. That is still being done? 

Mr. Mack. Yes. Let it be understood that with reference to all these an- 
swers I will simply state my belief and understanding which may not be cor- 
rect in details. 

Commissioner Jackson. Rills are sent out and collected still, as previously, 
in tjie name of the Wisconsin Telephone Co., is that not so? 

Mr. Mack. That is my understanding. I present here a copy of Telegraph 
and Telephone Service Bulletin No. 2, and ask it be marked Exhibit 3. 

(Document entitled "Telegraph and Telephone Service Bulletin No. 2" 
marked for Identification Petitioner's Exhibit 3.) 

And offer it in evidence. Will it be received? 

Commissioner Jackson. Petitioner's Exhibit 3 will be objected to by the 
commission on behalf of the people of the State of Wisconsin — they may not 
be personally represented by appearances — with the same objections as made 
to the previous exhibits that they are incompetent and immaterial and that 
the jurisdiction of the State of Wisconsin over intrastate telephones, either 
local or toll, has not been changed or modified and still remains as previous 
to the proclamation of the President or the orders of the Postmaster General. 
(Petitioner's Exhibit 3 received in evidence subject to objection.) 

Mr. Mack. I assume, if it please the commission, that the commission knows 
and there is no question that the Wisconsin Telephone Co. is still one of the 
companies under the operation of the Postmaster General. I did not bring any 
of the officers of the company out to testify to it, although I understand that 
is personally the fact. 

Commissioner Jackson. Yes. I understand the Postmaster General claims 
some control under these proclamations, etc., of the Wisconsin Telephone Co. 
operation. 

Mr. Mack. I am under the impression that the commission has in its records 
a copy of the contract between the Postmaster General and the American Tele- 
phone & Telegraph Co. and its affiliated companies, including the Wisconsin 
Telephone Co. I request that I may be permitted to withdraw the postal bul- 
letin, substituting a copy of the Telephone Bulletin No. 22. This is the official 
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copy from New York and I am pledged to return it, the substitute to be 
marked Exhibit 2. 

Commissioner Jackson. The substitution will be permitted, subject to the 
same objection on the part of the commission. Have you offered in evidence 
all the exhibits you desire to offer in evidence? 

Mr. Mack. I am just trying to get into communication with Chicago to see 
whether or not there will be any other exhibit that perhaps I ought to offer in 
connection with my Exhibit 3. Unless there be such, I have no further evidence 
that I wish to offer. 

Commissioner Jackson. Subject to that, I would like to ask, if I may be 
permitted to, one or two questions that you may be able to answer. 

Mr. Mack. I will be glad to answer them, and subject to my understanding 
and subject to correction if not accurate and not as necessarily showing the 
facts. 

Commissioner Jackson. Mr. Mack, is this application made to have the com- 
mission determine whether the toll rates in the State of Wisconsin are re- 
munerative or unremunerative and for the purpose of having the commission 
fix remunerative rates in the State of Wisconsin? Please answer the question, 
If you can, yes or no. 

Mr. Mack. I believe the toll rates in Wisconsin separately not to be re- 
munerative. I do not 

Commissioner Jackson. That is not the question. 

Mr. Mack. Pardon me just a second. I do not kn6w the facts. I beltevp. 
however, that this application to the commission is in the nature of a presenta- 
tion of action of the Postmaster General to the commission for the commis- 
sion's cooperation rather than for the purpose of asking an independent in- 
vestigation, because my own opinion is that, in view of the war situation and 
the management of the telephone system by the Postmaster General, the toll 
rates are being determined for the country — that is, the United States as a 
w r hole — and it would seem to me at least that the question of whether or not 
toll rates in Wisconsin or any other State separately are remunerative or 
unremunerative would not be a material element for a State commission's 
action after the Postmaster General has acted; that his determination that 
these rates are necessary for the country as a whole is. conclusive on each 
part of the country. 

Commissioner Jackson. Now, Mr. Mack, undoubtedly you would want to 
say what you have said as, perhaps, part of your own independent statement 
to the commission, even though a motion had been made to strike out your 
answer as nonresponsive, so it would be allowed to stand and we will come 
back to the question again. Will you please state whether or not this applica- 
tion is an application to the Railroad Commission of Wisconsin to fix rates 
in Wisconsin on a remunerative basis on the ground that the toll rates in Wis- 
consin are not remunerative ; and please answer it yes or no. 

Mr. Mack, I do not think either yes or no would accurately answer the 
question, but no would be more near an accurate answer than yes. 

Commissioner Jackson. You do not propose to present at this hearing any 
evidence of unremunerative toll rates in the State of Wisconsin, do you? 

Mr. Mack. I do not. i 

Commissioner Jackson. You have no facts and figures with you to show that 
the rates in Wisconsin are not on the whole remunerative? Isn't that a fact? 

Mr. Mack. That is the fact; and I should like to explain why, if I may be 
permitted. 

Commissioner Jackson. You, of course, will be given a chance. Mr. Mack, 
I think that I can state on behalf of the commission that the commission takes 
the position that if the toll rates in the State of Wisconsin are unremunerative 
or discriminatory that the commission stands ready to hear an application to 
readjust them and change them and make them proper rates on proper showing 
and after a proper hearing. Do you desire such? 

Mr; Mack. Does the commission mean by that statement the intrastate toll 
rates in Wisconsin as considered independently from other telephone rates in 
the United States? 

Commissioner Jackson. I mean by that in fixing the question of intrastate 
toll rates in the State of Wisconsin any question relating to toll rates which 
are material in fixing intrastate toll rates in Wisconsin will be considered by 
the commission. 

Mr. Mack. It is my understanding that in view of the present 
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Commissioner Jackson. If you will read the question, please, as it was 
originally, then you will understand my explanation so I can refresh your recol- 
lection of the Question. 

(Question read : " Mr. Mack, I think that I can state on behalf of the com- 
mission that the commission takes the position that if the toll rates in the State 
of Wisconsin are unremunerative or discriminatory that the commission stands 
ready to hear an application to readjust them and change them and make them 
proper rates on proper showing and after a proper hearing. Do you desire 
such?") 

Commissioner Jackson. On behalf of your clients, do they desire such? 

Mr. Mack. So far as I am advised at present we desire to make no further 
showing than the showing we are making at present It is my personal under- 
standing that the order of the Postmaster General is conclusive evidence of the 
fact that the intrastate rates, toll rates in Wisconsin, considered in the way 
they ought to be considered in time of war and in view of the act of Congress 
and the President's proclamation, are not remunerative. 

Commissioner Jackson. May I take it that the record shows in effect that 
your answer to the question is no? 

Mr. Mack. No. That is not my answer to the question. 

Commissioner Jackson. Is your answer yes? 

Mr. Mack. My answer is that we have already presented the conclusive rea- 
son why the toll rates in Wisconsin must be increased. 

Commissioner Jackson. I ask the question be answered yes or no, because 
we will immediately start our own investigation and give you the earliest pos- 
sible hearing on the question of toll rates if you so desire, but we will act only 
after a reasonable investigation. 

Mr. Mack. If it is. the purpose of the commission's question to ask whether 
we desire a hearing on facts other than the order of the Postmaster General I 
should say my personal advice is that the company, acting under direction of 
the Post Office Department, does not. 

Commissioner Jackson. Mr. Mack, are you in a position to state whether in 
case this application is refused by the railroad commission of Wisconsin, there 
being no further evidence to be offered by you, whether you propose at midnight 
to-night and your clients, in case we shall before midnight to-night refuse this 
application, to collect the toll charges in accordance with Bulletin No. 22? 

Mr. Mack. I do not know what the telephone company intends, but I can 
state this, that it is my opinion as a matter of law that under the order of the 
Postmaster General the officers of that company will be required to do that, 
and if my advice as counsel were asked I should be compelled to advise them 
to do it, but I am not in position to say what they intend to do or what they 
will do. 

Commissioner Jackson. Can the State and the railroad commission. assume 
that at midnight to-night, in case this application shall be refused, that, regard- 
less of the refusal by the railroad commission to grant the application, the 
telephone company will proceed in the State of Wisconsin to make collections 
and to charge in accordance with Bulletin No. 22? 

Mr. Mack. I can't answer that any further than I have answered it here- 
tofore. 

Commissioner Jackson. When can we get that information? 

Mr. Mack. I have a long-distance call for Chicago now. I would ask what 
answer could be made to it, but I think the answer I have made to the commis- 
sion states the theory of law that I, as counsel of the company, believe in. 

Commissioner Jackson. We would appreciate it, Mr. Mack, if it is not asking 
you to go outside of your professional duties, and we don't want to ask you to 
do anything like that, if it is consonant with your official position in this case 
to secure that information for us during the day? 

Mr. Mack. So far as I am counsel for the telephone company I could say it 
is my opinion as a matter of law that inasmuch as the Wisconsin Telephone Co. 
is acting under direction of the Postmaster General, and by virtue of an act of 
Congress, and that order of the Postmaster General directs that these rates go 
into effect at this particular day, I personally do not see how they can do 
otherwise than carry that out. If my advice is asked, I will simply state, you 
are an official instrumentality and you have to obey the orders of the Federal 
department under which you are acting. Just as the postmaster in Madison 
would have to refuse to deliver a letter if the Postmaster General so ordered it. 

100392— 19— ft 3 10 
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Commissioner Jackson. If you can get the positive information, will you be 
willing to give it to us? . ' 

Mr. Mack. Absolutely, if I can get it ; I will be glad to give it to you. 

Commissioner Jackson. There are many short-distance telephone connections 
throughout the State of Wisconsin which are not under the control of the Bell 
Co. or the Wisconsin Telephone Co., are there not? 

Mr. Mack. Which are not being operated through the Wisconsin Telephone 
Co. by the Postmaster General? 

Commissioner Jackson. No ; that are being operated or are companies which 
It is assumed that he has now control of. 

Mr. Mack. The Postmaster General, yes ; but not through the Wisconsin Tele- 
phone Co. As I understand, the Wisconsin Telephone Co. is operating for the 
Postmaster General only the property which it owns— only its own property. 

Commissioner Jackson. It don't own anything yet 

Mr. Mack. The Wisconsin Telephone Co. does. 

Commissioner Jackson. Oh, yes. 

Mr. Mack; I say only the Wisconsin Telephone Co. is operating for the Post- 
master General the property owned by the Wisconsin Telephone Co. 

Commissioner Jackson. What I asked is, Do you know from your knowledge 
of the situation whether there are many small rates throughout the State of 
Wisconsin for' short distances under 10 miles and along there by some of the 
smaller thousand companies or so in the State of Wisconsin, where the rate will 
be as to them made unreasonable and noncompensatory if the order of the Post- 
master General is put into effect? 

Mr. Mack. Well, I don't know anything about the elements of unreasonable 
or compensatory, but I assume the Postmaster General's order will have effect 
on all the telephone lines operated by the Government, including those of com- 
panies other than the Wisconsin Telephone Co. in Wisconsin, but I don't see 
how any question of unreasonableness or compensatoriness to any one particular 
company can be involved because the Federal Government is operating all the 
lines as a whole and making payment to the local companies, each on its own 
contract and irrespective of the revenues and expenses ; that is as I understand 
the situation. 

Commissioner Jackson. You have come to the point I wish to ask you about. 
Is it the position of the Postmaster General that, regardless of the effect on the 
smaller companies throughout the United States, that he can put them in a 
position of unremuneration because the larger companies will make large 
remunerations through these increased toll rates, regardless of the effect on the 
smaller companies throughout the State of Wisconsin? 

Mr. Mack. I do not understand how that can possibly be the intention, be- 
cause as t understand the Postmaster's order affects only lines under Govern- 
ment operation, and in those lines and as to those lines the remuneration is 
fixed by contract, or otherwise under the act of Congress between the Postmaster 
General and the company involved, and the entire revenue goes to the Govern- 
ment and the entire expenses are paid by the Government. 

Commissioner Jackson. Would the action of the Postmaster General, if car- 
ried into effect, be to so scramble and disorganize the working capacities and 
tolls and rates of some of the smaller companies in some places as to prac- 
tically drive them out of business and make them, if they are to live, become a 
part of the Bell Telephone Co.? 

Mr. Mack. I don't believe it can have that effect possibly, but I haven't made 
any analysis of it, and I could not bear cross-examination on the subject, but 
it is my belief, from what I know of the telephone business in Wisconsin, that 
that could not possibly be the effect. May I add a statement, the question was 
asked with respect to production of earnings and expenses in Wisconsin. It 
is my understanding that the earnings and expenses in Wisconsin alone do not 
become the controlling factor under Government administration and after the 
Government has fixed a Nation-wide rate, and that therefore on an application 
of this kind the question of the intrastate earnings in Wisconsin are not a' 
material element for consideration by this commission. 

Commissioner Tbumbower. In other words, you mean if there are any de- 
ficits in Texas they should be made up in Wisconsin. 

Commissioner Jackson. That is the point. Do you take the position, Mr. 
Mack, then, or does the Postmaster General of the United States take the posi- 
tion, that even though it should be a fact that the toll rates intrastate and 
connected with the State of Wisconsin are even of themselves fully remuner- 
ative that they must be raised if there are deficits either in New England* 
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Florida, or the West, and that the rates intrastate in the State of Wisconsin are 
to be fixed by the earnings and operating revenues and operating expenses 
throughout the United States? 

Mr. Mack. I can't answer as to the Postmaster General's intent, but I do 
not believe he has any such intention as that in mind. 

Commissioner Jackson. If these rates are being put into force and effect be- 
cause they are necessary throughout the United States and if it appears from 
the return to the Railroad Commission of the State of Wisconsin, made by the 
Wisconsin Telephone Co., that the rates in the State of Wisconsin are in and 
of themselves and have been remunerative, what other conclusion can there 
be but that the rates in the State of Wisconsin are being raised to make up 
deficits in other parts of the country? 

Mr. Mack. I am not able to speak for the Postmaster General, of course, but 
the reasons I personally — some reasons which I personally might see, although 
they are not necessarily conclusive, are that the needs of the Government in 
war time probably require the operation of the entire systems as a whole, 
and that treating the systems as a whole there might be differences of opinion 
as to how the expenses of operation should be allocated between different por- 
tions of the country. , 

Commissioner Jackson. I show you, Mr. Mack, a protest which lias been 
received from the chamber of commerce of the city of Milwaukee, and show 
it to. you for your perusal. Will you please mark it " Commission's Exhibit A," 
and then after you have perused it we will offer it subject to such objection 
as you may make. [Handing protest to counsel.] 

(Protest of chamber of commerce marked "Commission's Exhibit A" and 
received in evidence.) 

Commissioner Jackson. The position of the commission is that we stand 
ready and willing to hear any application with relation to the fairness or dis- 
crimination or the reasonableness of toll rates in the State of Wisconsin, intra- 
state; that we are ready at any time to hear such matter and to make the 
necessary investigation and act thereupon within a reasonable time; that we 
now stand open to receive from you any evidence of any name or nature which 
you may wish to introduce here to show that either the present toll rates intra- 
state in the State of Wisconsin are unreasonable, unremunerative, unfair, or 
unjust, or discriminatory, and if you desire to introduce such evidence, it will 
now be received. 

Mr. Mack. If I understand the commission's position correctly, it probably 
means that the commission is prepared to receive such further evidence as we 
may wish to offer. 

Commissioner Jackson. We have received none yet as in our view of the 
fact. 

Mr. Mack. My own judgment is there has been sufficient evidence presented 
to the commission to leave no course open for the commission, as a matter of 
law, except to regard these rates as properly in force. I have just communi- 
cated with the vice president of the Chicago Telephone Co. in order to ascer- 
tain whether there had been any change in this Telegraph and Telephone Bul- 
letin No. 2, Petitioner's Exhibit Three, and I find that it is not changed. I am 
also informed by him, while he is not in position to state, in the absence of any 
further directions, what will or will not be done in any event, yet that the 
telephone company is making all its plans and all arrangements to put the 
rates ordered by the Postmaster General, as set forth in Order 2495, in effect 
at the time stated in that order. 

Commissioner Jackson. When is that time, Mr. Mack? 

Mr. Mack. I think it is 12.01 a. in., January 21. It is set forth in this Peti- 
tioner's Exhibit 2—12.01 a. m., January 21, 1019. 

Commissioner Jackson. Now, Mr. Mack, the commission then feels justified, 
and, as f;ir as we know, they nre rightly justified, in feeling that these rates 
will go into effect unless some contrary order is issued before midnight to-night. 

Mr. Mack. That would be my guess, although you see it may seem as if I am 
trying not to answer questions, but I am really not the person in control, and I 
am not speaking conclusively. I am trying to give the commission, with great 
frankness, the exact situation, and I am giving my opinion and my guesses, 
but I can not do more than that, because my authority is limited. 

Commissioner Jackson. But you have talked with one who would know if 
they were not to go into effect, have you not, the vice president of the Wiscon- 
sin Telephone Co.? 
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Mr. Mack. And he has told me the company is making all its plans to put 
the order into effect at the time stated. 

Commissioner Jackson. Is there anybody here that desires to give any 
further evidence in this hearing 1 We will hear anybody in regard to it, either 
pro or con. If not, the hearing is closed ; and, Mr. Mack, the commission has 
consulted here, and I am authorized to state that the application will be, and 
hereby is, refused, and a formal order to that effect will be entered to-day. 
The order will also contain a specific order from the Railroad Commission to 
the Wisconsin Telephone Co. ordering and directing them not to put these 
rates into effect. 

Mr. Mack. I want to call the commission's attention to the fact that the 
prayer of this petition is a presentation of the order to the commission, with 
a prayer that the commission take such action as it deem proper In regard to 
the rates that are in effect. 



STATEMENT OF MR. H. LEE SELLERS, PRESIDENT OF TEE TELE- 
POST CO., NEW YOBX, N. Y. 

Mr. Madden. What is your business? 

Mr. Sellers. I am the president of the Telepost Co. 

Mr. Madden. What is that? 

Mr. Sellers. It is an independent telegraph system that has been 
held back for many years. I am not here to speak about my company. 

Mr. Madden. Is it in active service? 

Mr. Sellers. It has been until very recently. It is ready to pro- 
ceed now. 

I have an ax to grind and it is the ax of the American public. 
This measure should be passed giving a definite, specific, time in 
order to make improvements which I know are among the develop- 
ments which these gentlemen .under Gen. Burleson are working out, 
and which should be tested. I think we should be clever enough to 
accept this challenge on their part. They have given us a challenge 
to let them show what they can do. If they can make a reduction 
in the rates, if they can improve the service, if they can bring in new 
services which they have in mind, if the Government finally takes 
over the ownership, those will continue, and if the Government does 
not you can depend on it our people at home, the American public, 
will not allow a curtailment of any improvements made by the Post 
Office Department. They have started in with the idea of two years. 
You gentlemen know perfectly well, as is well known to all of us, 
that" nobody thought this war would end in less than two years. And 
they have started in to do such things on the basis of having two 
years and they have been in their swaddling clothes, as it were, and 
now they want to have a definite date established, to get away from 
this uncertainty, which you know they should have. 

Now, the telegraph business has been very badly congested. Some 
four or five hundred thousand telegrams were found in three days 
that could not be carried by wire and were carried in dress-suit cases 
between New York, Boston, and Washington. 

Mr. Madden. That is being done to-day by the post office, under 
Government control, isn't it? - 

Mr. Sellers. Yes, sir ; absolutely ; and it is being done to-day be- 
cause the Government has not the wires to handle the business. 

Mr. Madden. If it isn't a crime now, was it such a crime then? 

Mr. Sellers. You understand I only have five minutes: 
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Mr. Madden. J am a member of the committee and I have a right 
to ask questions. 

Mr. Sellers. I simply stated the congested condition of the tele- 
graph lines demand something in the way of improvement. And 
-as to the statement made by some gentleman a little while ago, the 
companies were built up before any State commissions took charge. 
Mr. Madden, that was your question a moment ago; these companies 
were built uj> — the independent telephone companies — before any 
State commissions were formed. And now the period of big business 
and starved lines has gone on, which is very bad for the lines. I 
know myself, and if you have traveled over the country you will 
have seen the many poles that have been cut down and dropped a 
little lower, and cut down and dropped a little lower, until the wires 
are very near the ground. And the companies are in a very bad 
fix, and' the big ax I have to grind is that the American public shall 
have good telegraph and telephone service, which is impossible unless 
something is done to unify them and cut out waste and cut out com- 
petition. 

Mr. Black. I understood you to say that the telephone companies 
are in a bp-d fix, and I. understand that the American Telegraph & 
Telephone owns 70 per cent of all of them? 

Mr. Sellers. Yes. 

Mr. Black. And a few days ago they marketed $40,000,000 or 
$50,000,000 worth of securities, which were oversubscribed three or 
four times ? 

Mr. Sellers. Yes; but with the rates of their stock dividends de- 
creasing gradually for the last few years. But the point is these gen- 
tlemen of the Post Office Department have studied this question 
very thoroughly, and they know it very well, and they are looking 
at it from the present point of view ; not from the financial point of 
view, but from a world-wide point of view. 

Mr. Madden. How do you Know that? 

Mr. Sellers. I am acquainted with them personally and know 
them very well. 

Mr. Madden. Have you been identified with the work of those, 
gentlemen ? 

Mr. Sellers. No ; not at all. 

Mr. Madden. Then you really do not know ? 

Mr. Sellers. Except as I have had an opportunity to observe the 
hard work they have done. 

Mr. Madden. We have been trying to find out and we have not 
been able to find out with all of our inquiries. 

Mr. Sellers. They simply challenge you to give them a chance to 
show what they can do, and it will be of interest and benefit to accept 
their challenge and give them a definite fixed period. I favor more 
than two years. 

Mr. Madden. Do you favor increasing the postal, telegraph, and 
telephone rates, in order to do the things you suggest ? 

Mr. Sellers. I do not think they will require to be increased. 

Mr. Madden. They have already been increased. 

Mr. Sellers. That is temporary; certainly they have been tempo- 
rarily increased, but it is their ultimate hope, belief, intention, and 
desire to reduce those rates, and those rates can be reduced. 
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Mr. Woodyard. That is, they must be increased first in order to get 
a reduction ? 

Mr. Sellers. Not necessarily. Of course, that may be true, to carry 
you through three or four months, that they might have to increase 
the rates for a short period. 

Mr. Madden. I think you said you knew something about the 
financial troubles of the companies. Do you know where the Post 
Office Department is going to get the money with which to pay the 
obligations to the companies, whether out of the receipts of the com- 
panies or out of excess rates ? 

Mr. Sellers. The economies that may be introduced by cutting 
out so many overhead expenses and cutting out so many offices will 
go a long way to meet the excess expenses. 

STATEMENT OF HE. P. T. WEIRICH, MONROE, WIS. 

Mr. Weirich. While I am officially representing the Wisconsin 
State Telephone Association, which is composed of approximately 
400 telephone operating companies, representing about 25,000 stock- 
holders and $7,000,000 of investments, we are unable to say that we 
officially represent the telephone-using public in the State of Wis- 
consin. We do claim, in the presentation of the brief which we in- 
tend to file with you, that we represent the interests of the telephone- 
using public, for the reason that the presentation of our case is based 
entirely upon a reciprocal relationship between the individual render- 
ing the service and the sender and receiver of the service. 

At this time I wish to ask the privilege of filing this brief with 
you, and I will furnish each memfcer with a copy so as not to take 
your time. It seems to a large mass of the smaller companies of the 
country — and I am sorry the Postmaster General is not here to hear 
me say this — that he is laboring under a wrong impression of the 
necessity of help from the Government ; that is, it may be true a few 
of the larger individual companies are in need of this help; I am 
unable to say as to that. But we are close to the public, and the mass 
of semirural companies are the companies which have developed the 
business among the people and we are perhaps in closer touch ; and 
I am inclined to think — and I say it unselfishly — the individual who 
is closer to the public appreciates their reciprocal position better; 
that is, that the public appreciates his position. And for that reason 
I would like to ask, in place of presenting the case here, for in- 
stance, I wanted to call your attention to this letter from Mr. Vail 
to Mr. Moon, but in place of taking the time to do that here, there 
are certain interpretations of that letter which should be enumerated. 

Mr. Eamseyer. You say you want to give every member a copy of 
that brief? 

Mr. Weirich. Certainly ; so that they will have the brief. 

Mr. R amseyer. You are against continued control in that brief ? 

Mr. Weirich. I am. I think the quicker the better — let me be 
definite on that — with the exception, possibly, of some of the larger 
companies, for which I can not speak ; but so far as the entire State 
of Wisconsin is concerned, I do speak for the companies in the State 
of Wisconsin. 
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Mr. Black. Would you think it would work any material harm to 
the companies to extend the period to January 1, 1920, so as to make 

it definite? 

Mr. Weirich. The desire of the smaller companies and of the 
companies which have actually made the vast development desire ^ 
a quick return. I do take exception here also to the statement that " 
the Bell companies, I believe, control 70 per cent. I would like to 
ask you to investigate that and see if they do not include the so- 
called sublicensees. If that is true, they would not represent those 
companies ; they have not the authority to represent those companies 
in such a conference as this. 

Mr. Madden. What do you think about the time when these prop- 
erties ought to go back to the owners ? 

Mr. Weirich. I think 90 days is very, very, much better — I mean 
for the companies and for the public. 

The Chairman. Ninety days after the war? 

Mr. Weirich. I should say 90 dftys after to-day. 

The Chairman. You do not agree with the great majority of the 
companies, then, on that question ? 

Mr. Weirich. I think I do with the very vast majority. I do not 
think they have been represented here. 

The Chairman. I ask you whether you know about it or not. We 
can tell from the hearings whether that is true. 

Mr. Weirich. You can tell from the representations to you gentle- 
men of the Senate or perhaps the joint committee, and you can tell 
by following them publicly. 

The Chairman. No, this is not a joint committee; this is the com- 
mittee on the Post Office and Post Roads of the House of Rep- 
resentatives, 

Mr. Ayres. Has the Government control now of the smaller 
companies? 

Mr. Weirich. Yes, sir. 
. Mr. Ayres. They have? 

Mr. Weirich. With the exception of the so-called wholly mutual 
companies, which are very, very minor for the reason that the so- 
called mutual companies, almost all of them, do come under this just 
the same. 

Mr. Randall. Your companies employ, I presume, young women 
to operate the exchange switchboards, as a rule ? 

Mr. Weirich. We do, sir. 

Mr. Randall. What wages do you pay them, on an average ? 

Mr. Weirich. You mean in dollars and cents, or comparatively to 
other wages? 

Mr. Randall. What wages do you pay in a week to these young 
women? 

Mr. Weirich. You mean in dollars and cents? 

Mr. Randall. Yes. 

Mr. Weirich. We pay — I am speaking of the companies through- 
out the small towns, with a population, say, of 5,000, for instance — 
our wages range from $30 to $50 a month for the ordinary switch- 
board operator. 
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Mr. Ayres. That is in the smaller towns? 

Mr. Weirich. Yes. 

Mr. Randall. About $7 to $12 a week? 

Mr. Weirich. Yes; I should judge about that. 

Mr. Randall. Do you consider that a fair wage? 

Mr. Weirich. No ; I do not say I consider that a fair wage. 

Mr. Randall. That is what you pay? 

Mr. Weirich. Yes, sir. 

Mr. Randall. From $7 to $12 a week? 

Mr. Weirich. Yes, sir. 

Mr. ArRES. What rate do you pay in the larger towns — of 10,000 
or less? 

Mr. Weirich. Are you asking for the wages of the large towns, 
now? 

Mr. Ayres. Yes. 

Mr. Weirich. I do not think I am competent to answer that ques- 
tion, because, as I say, I represent the 400 companies operating 
usually in the smaller towns — towns of 5,000. 

Mr. Ayres. To increase those wages, you would have to do what? 

Mr. Weirich. We would have to increase the rates and they would 
be increased where they were justifiable and where the justification 
could be shown. 

Mr. Blackmon. Do you regard a salary of $7 or $12 a week for a 
woman who is capable of handling a telephone switchboard as a 
proper wage? 

Mr. Weirich. No, sir ; I don't. In the first place, those are begin- 
ners. You mentioned the minimum salary. That is now being cared 
for by State legislation. 

Mr. Blackmon. As a telephone man, don't you think the telephone 
companies throughout the country pay a poorer wage than ony other 
business in the country ? 

Mr. Weirich. No, sir ; I do not agree to that. 

Mr. Blackmon. What concern pays a less wage than is paid to the 
employees of the telephone companies? 

The Chairman. Does the Government pay the telephone operators 
more money for their services now than the companies paid before,, 
or is it just the same? 

Mr. Weirich. So far as I know they are paid the same wage. 

The Chairman. You say the operator is getting exactly the same 
wage now under the Government as he got when it was controlled by 
the telephone companies? 

Mr. Weirich. So far as I know they are; so far as I know the wage 
is still controlled by the companies. 

Mr. Blackmon. What dividend does your company pay in Wis- 
consin ? 

Mr. Weirich. Seven per cent. You understand this is not just the 
one company. I speak of my own company. The average dividend I 
think is about 7 per cent. 

Mr. Madden. I want to offer two letters I have for the record. One 
of these letters is from Clarence H. Mackay. This is written to Mr. 
Bethel, chairman of the operating board of the United States Tele- 
graph & Telephone Administration, and dated January 25. He says : 
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Postal Telegraph-Cable Co., 

New York, January 25, 1919. 
Union N. Bethell, Esq., 

Chairman Operating Board, 

United States Telegraph and Telephone Administration, 

195 Broadway, New York. 

Dear Mr. Bethell : Referring to your letter of the 23d instant, in the matter 
of the recent order of the Postmaster General respecting increases in telephone 
toll rates, and which were to go into effect on the 21st instant, my understanding 
of our conversation of last week, at which Mr. Bruch was present, was that 
we were to look into the matter at once and that Mr. Bruch was to ascertain 
and inform me of the effect the adoption of the new rates would have upon us, 
and on my return I was to communicate with you. During my absence from 
town the last few days this whole telephone rate increase has reached such a 
situation that one does not seem to know how to act. I would, however, say 
this : That the Postal Co. is prepared to put these new telephone rates into effect 
under protest, but we would first inquire as to what the Postal Co. is expected 
to do in regard to these new telephone rates in States where the public-service 
commission objects to them or where the laws of the State prohibit any change 
except on approval of the public-service commission of the State. So many of the 
States have already objected and some have applied for injunctions, and others 
threaten to do so, that it is impossible for us to know just where to put these new 
rates into effect and where not. For instance, the Public Service Commission 
of Michigan threatens the imposition of penalties if the order of Postmaster Gen- 
eral Burleson is obeyed by the telephone companies in that State. We do not 
think we can reasonably be called upon to make changes in States where we 
would be liable to prosecution and penalties if it should turn out that the 
changes were made in violation of the* laws of that particular State. 

We see no occasion for raising long-distance telephone rates, and whatever 
we do will be done under protest because we have grave doubt as to the legality 
of such an increase in telephone rates by the Postmaster General now, what- 
ever might have been his justification while the war was actively going on. And 
while it undoubtedly would be of great advantage to the Bell Co. to raise long- 
distance telephone rates, particularly in the South and on the Pacific coast, 
where we are in competition in giving that service at lower rates, allow me to 
say that I do not think the public will approve of it, and that I believe it is 
against public policy. I am, 

Very truly, yours, Clarence H. Mackat, 

President. 

Here is one more letter. This letter is written by George G. Ward. 

vice president of the Commercial Cable Co., dated January 25, 1919, 

and addressed to the Postmaster General of the United States. He 

says : 

The Commercial Cable Co., 

New York, January 25, 1919. 
Hcto. Albert S. Burleson, 

Postmaster General, Washington, D. C. 

Sir: We have received from the war department of the British Government 
the following order : 

1. Government messages handed to either company should be sent over the 
route of that company, unless this course is likely to give rise to delay, in which 
case the Post Office should be advised. 

2. There is to be no interference with existing censorship arrangements at 
any of the company's stations in the United Kingdom. 

3. His Majesty's Government do not agree to either company allowing con- 
trol of its stations, staff, or working in the United Kingdom by the other com- 
pany or by any person acting directly or indirectly on behalf of the other com- 
pany or on behalf of the United States Government. 

You will notice that the British Government forbids our placing the Com- 
mercial Cable Co. or its cables under the control of its competitor, the Western 
Union Telegraph Co. 

In view of this will you kindly inform me as to what position you take in 
regard to the matter. 

Yours, very truly, 

George G. Ward, Vice President. 
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Mr. Steenerson. I received from Mr. Elmquist this morning com- 
munications which are opposing Government ownership or continued 
control, as proposed by this resolution. There is one telegram from 
Virginia, and letters from Kansas, New Jersey, Oregon, New York, 
Louisiana, Oklahoma, and New Mexico. Many of them inclose copies 
of the legal documents — that is, the complaints — that they have filed 
to enjoin the Post Office Department from carrying into effect their 
proposed higher rates. While I do not want to ask anything unrea- 
sonable, I am simply advising the committee some of these letters 
are very interesting and to the point, and they are brief. Perhaps 
the legal documents should not be printed, but I think the telegrams 
and letters, which would only cover three or four pages, should be 

printed in the hearings. 

Richmond, Va., January 27, 1919. 

■Charles E. Elmquist, 

Solicitor National Association of Railway and Utilities Commission, 

Wahington, D. C. : 

The State corporaiicn commission of Virginia desixes.to go on record as favor- 
ing the immediate return of telegraph and telephone companies to private own- 
ership, and desires further to protest most earnestly against the recent orders 
of the Postmaster General increasing telephone toll rates. Please file this tele- 
gram with the Moon committee at the hearing on Tuesday next. 

S. L. Lxjpton, Commissioner. 



State of Kansas, 
Public Utilities Commission, 

Topeka, January 25, .1919. 
Hon. Charles E. Elmquist, 

724 Eighteenth Street NW., Washington, D. V. 

. Dear Mr. Elmquist: The ^commission - endeavored to arrange to be repre- 
sented at the several conferences called by you at Washington, but owing to 
jhange of personnel on the commission and the legislature being in session, 
together with a large amount of extra work on hand, it seemed impossible for 
any member of the commission or its counsel to leave the State. 

As to the question of governmental ownership of the wire systems, will say 
that as a general proposition the commission is opposed to any plan which con- 
templates the governmental ownership and operation of all of the wire systems 
in the Nation. It might possibly be advisable for the Government to operate 1 
and own radio systems and portions of the telegraph and toll systems. We are 
thoroughly of the opinion, however, that governmental ownership of all the wire 
systems would not only be impracticable and unwise, but would result in a de- 
terioration in the present standard of service, increased costs, and entail malny 
undesirable political conditions, all of which should be avoided, if possible. 

There is one proposition upon which the commission has very strong convic- 
tions, and that is that intrastate toll and local exchange rates, standards, and 
rules of service should be left within the jurisdiction of State commissions, in 
accordance with provisions of State laws now in existence ; and that it is wholly 
impracticable and undesirable for the Federal Government to initiate and con- 
trol said local rates and rules. 

Attached hereto we hand you a copy of bill of complaint recently filed by this 
commission in the United States district court of Kansas which will fairly rep- 
resent the opinion of the commission on questions therein involved. 

We would be glad to have you present these views to committees of Congress 
considering this question, or have them presented by whomever appears before 
such committees. Any general statements that the representatives of State 
commissions may make along these lines we will subscribe to and authorize you 
to present the same as hereinbefore suggested. 

With personal regards, I am 
Yours, very truly, 

John M. Kinkel, Chairman. 
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State of New Jersey, 
Boabd of Public Utility Commissioners, 

Trenton, January 20, 1919. 

In re increased toll rates for telephone companies: 

Hon. Charles E. Elmquist, 

President National Association of Railway 

and Utilities Commissioners, Washington, D. C. 

Dear Sir: I send you herewith a copy of the statement issued by the Board 
of Public Utility Commissioners of New Jersey which refers to the board's 
action in issuing orders suspending increases in rates of the New York Tele- 
phone Co., Delaware & Atlantic Telegraph & Telephone Co., and American Tele- 
phone & Telegraph Co., these companies being part of the Bell system and oper- 
ating in New Jersey. Under the New Jersey law the board has authority to 
order increases suspended for a period of three months. The board's orders of 
suspension therefore require the suspension of the increases until April 20, 1919. 
Very truly, yours, 

A. N. Barber, Secretary. 



State of New Jersey, 
Board of Public Utility Commissioners. 

statement accompanying orders. 

In the matter of suspension of increased charges for telephone service within 
the State of New Jersey: 

The law of New Jersey provides that when any public utility shall increase, 
change, or alter its rates the board shall have power " to hear and determine 
whether the said increase, change, or alteration is just and reasonable. The 
burden of proof to show that the said increase, change, or alteration is just 
and reasonable shall be upon the public utility making the same. The board 
shall have power pending such hearing and determination to order the suspen- 
sion of the said increase, change, or alteration until the said board shall have 
approved said increase, change, or alteration not exceeding three months. It 
shall be the duty of the said board to approve any such increase, change, or 
alteration upon being satisfied that the same is just and reasonable." 

Public utilities as defined by law include, among others, every individual co- 
partnership, association, corporation, or joint-stock company, their lessees, 
trustees, or receivers appointed by any court whatsoever, that now or here- 
after may own, operate, manage, or control within the State of New Jersey 
any telephone plant or equipment for public use, under privileges granted or 
hereafter to be granted by the State of New Jersey or by any political subdi- 
vision thereof. 

The board is of the opinion that the Postmaster General in operating tele- 
phone companies in New Jersey is subject to the laws of the State respecting 
such companies, unless Congress possesses the power to relieve him of com- 
pliance therewith and has exercised such power. 

The Postmaster General acts by appointment of the President in accordance 
with a joint resolution of Congress authorizing the President to assume con- 
trol of telephone systems and operate the same for the duration of the war. 
This resolution contains a proviso to the effect that nothing therein " shall be 
construed to amend, repeal, impair, or affect existing laws or powers of the 
States in relation to taxation or the lawful police regulations of the several 
States, except wherein such laws, powers, or regulations may affect the trans- 
mission of Government communications or the issue of stocks and bonds by such 
system or systems." 

Lawful police regulations of the States are such regulations as the States 
may lawfully make in the exercise of their police power. The courts in 
numerous decisions have held that the regulation of rates is a lawful exercise 
of the police power. It is not pertinent, and therefore unnecessary, to discuss 
whether Congress in providing for Federal operation of telephone companies 
had power to declare State laws affecting these companies to be null and void. 
The fact is that Congress expressly declared that its act should not be construed 
to impair or repeal such laws in relation to lawful police regulations. Unless 
and until it is declared by a court of competent jurisdiction that the suspension 
of Increased charges for telephone service is not a lawful police regulation jthe 
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board must assume the Postmaster General, as well as the telephone com- 
panles operated by him, are subject to provisions of the New Jersey statute 
with respect to charges for such service. 

There is nothing before the board to show that with respect te any of the 
telephone companies operated in New Jersey the increased charges ordered 
would be reasonable. With respect to the New York Telephone Co.. they 
appear to be much in excess of the rates necessary to meet operating expenses 
and fixed charges and provide an ample net return. The Postmaster General 
does not claim that the Government needs additional revenue from telephone 
operation and that increases are made for this purpose. In response to a 
letter to the Postmaster General protesting against the increase, the Solicitor 
of the Post Office Department has advised the board that the rates prescribed 
by the order of the Postmaster General are the result of study by the com', 
mlttee on standardization of rates of the Post Office Department ; that it Is in- 
tended they shall be " applied throughout the country by all companies operating 
under Government control and without especial reference to its immediate effect 
in individual localities by reason of special conditions therein prevailing, so 
that this department is not advised as to the probable results which will flow 
from the application of this new schedule in the State of New Jersey." 

The board is not advised as to the personnel of the committee referred to. 
It has received no prior notice of the study being made by such committee. 
So far as the board has been informed, the committee has not given any public 
hearing and has not sought information from or consulted the records of the 
commissions of the several States. It seems to us that before placing the 
burden of greatly increased charges upon the users of telephones the Post Office 
Department should have been advised of " the probable results which will flow 
from the application of this new schedule " not only in New Jersey but in the 
other States as well. » 

It is the board's opinion that unless and until reasons not yet advanced are 
given why the new rates should become effective they should not be allowed. 
In so far as they apply to service within the State of New Jersey they will be 
suspended. Appropriate orders will issue. 

Dated January 20, 1919. 

Board of Public Utility Commissioners, 

[seal.] By John W. Slocum, President. 

Attest : 

Alfred N. Barber, Secretary. • 

I hereby certify the foregoing to be a true copy of statement accompanying 
orders adopted by the Board of Public Utility Commissioners suspending in- 
creases in rates of the New York Telephone Co., Delaware & Atlantic Telegraph 
& Telephone Co., and American Telephone & Telegraph Co., and ordered filed 
by said board. 

, Secretary. . 

State of Minnesota, County of Ramsey: 

In district court,- second judicial district. The State of Minnesota, plaintiff 1 ; 
v. The Northwestern Telephone Exchange Co., defendant. 

The defendant's special appearance and objection to the jurisdiction of the 
court having been overruled, and the plaintiff's motion for a preliminary in- 
junction having been presented and heard, 

It is ordered that the motion be granted, and the defendant herein is enjoined 
and restrained during the pendency of this action and until the final deter- 
mination thereof from continuing in force the installation or service-connection 
charges and charges for moves and changes put into effect on December 1, 
1918, and more particularly referred to in the complaint herein, and from 
collecting the same from any telephone subscriber, and from putting into force 
and effect the proposed schedule of toll charges effective January 21, 1919, 
referred to in the complaint herein, or any other schedule of toll charges or 
other telephone charges, except the schedule now on file with the railroad and 
warehouse commission of the State of Minnesota, and from making any charge 
for telephone service to its patrons or the public generally other than or dif- 
ferent than those filed with and approved by said commission as provided by 
chapter 152, Laws, 1915. 

Frederick N. Dickson, 

District Judge. 

Dated January 20, 1919; 
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State of Minnesota, County of Ramsey: 

In district court, second judicial district The State of Minnesota, plaintiff, 
v. The Tri-State Telephone & Telegraph Co. and George W. Robinson, de- 
fendants. 

The defendants' special appearance and objection to the jurisdiction of the 
court having been overruled, and the plaintiffs motion for a preliminary in- 
junction having been presented and heard, 

It is ordered that the motion be granted, and the defendants herein, and each 
of them, are hereby enjoined and restrained during the pendency of this action 
and until the final determination thereof from continuing in force the installa- 
tion or service-connection charges and charges for moves and changes put into 
effect on December 1, 1918, and more particularly referred to in the complaint 
nerein, and from collecting the same from any telephone subscriber, and from 
putting into force and effect the proposed schedule of toll charges effective 
January 21, 1919, referred to in the complaint herein, or any other schedule of 
toll charges or other telephone charges except the schedule now on file with the 
railroad and warehouse commission of the State of Minnesota, and from making 
any charge for telephone service to their patrons or the public generally other 
than or different than those filed with and approved by said commission as pro- 
vided by chapter 152, Laws, 1915. 

Frederick N. Dickson, 

District Judge. 

Dated January 20, 1919. 

Public Service Commission of Oregon, 

Salem, January 21, 1910. 
Hon. Charles E. Elmquist, 

Secretary National Assoiation Railway and Utility Commissioners, 

Washington, D. C 

Dear Sir : Supplementary to our telegram of January 20, 1919, and in further 
answer to Bulletin No. 19, re Federal control and ownership of telephones and 
telegraphs: 

Without discussion as to whether or not it has been demonstrated that a 
" real war necessity " ever existed for Federal control of the wires, and elimi- 
nating for the purposes of this communication the jurisdictional question, rela- 
tive to the authority of the Postmaster General during the actual prosecution 
of the war to legally enforce hi* orders in purely intrastate matters, we will, 
as requested in Bulletin 19 of December 30, outline our views on the questions 
submitted, keeping in mind, and at the same time directing your attention to 
the fact that this commission is now engaged in an extensive investigation of 
the reasonableness of certain exchange rate advances sought to be made effective 
throughout Oregon. 

Primarily, during the active prosecution of the war, little complaint was 
registered by Oregon citizens, through patriotic motives, against either the 
policies or effects of Federal control of the wires. But with the signing of the 
armistice and the cessation of war, patrons of these utilities anxiously looking 
forward to the fulfillment of the earlier promises of " better service and lower 
rates" sought relief from intolerable conditions through appeal to their com- 
mission, when service became demoralized and increases in rates were filed. 

Pending the determination of the reasonableness of the request for addi- 
tional exchange revenues, the administrative authority complicated this ques- 
tion by filling toll rates, heralded at least as reductions ; also it is our informa- 
tion that the major phone utilities, through contracts with the Government, 
receive a guaranteed return, while others of minor size but rendering like serv- 
ice, are hot so fortunately situated. Further, a doubtful method was followed 
when the recent arbitrary assessment of the so-called " installation charges " of 
$5, $10, and $15 were imposed, based on the monthly rental charges which it 
must be conceded was neither reasonable nor just. 

With due consideration of the thoughts as outlined above, coupled with the 
fact that the chief, if not the sole advisers of the Postmaster General, are high 
-officials of the telephone , and telegraph companies, and a knowledge of the 
•chaotic conditions prevalent generally, the commission believes, in justice to the 
hundreds of thousands of Oregon's citizens, that there is only one logical answer 
to questions A and B, and we express it in the opinion that the properties 
.should be promptly returned to the owners, and that the period of Federal con- 
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trol should not extend beyond the signing of the proclamation of peace, if, indeed, 
it could not be equitably abrogated before. 

Continuation of Federal control for any appreciable period of time might 
easily permit the arbitrary establishment of high-rate schedules without either 
proper investigation or an opportunity for the patrons to be heard, in which 
event it is not beyond the bound of possibilities that the burden of proof as 
to the reasonableness thereof would be shifted from the utilities where it belongs* 
to the people. 

Many factors enter into a final answer Of question G relative to the- effects 
upon service of Federal control, but with full consideration of all factors and 
from every viewpoint there is a governmental responsibility that can not be 
evaded, and while unquestionably certain policies of the utilities may have 
been responsible for varied service conditions, it must be remembered that 
these policies were formulated by, under the direction, or with the consent and 
knowledge of the Federal administrative officer. As a consequence, the only 
logical deduction is that Federal control has operated to affect service, and as 
illustrative of this service we quote from P. S. C. Or. No. 472 of this commission, 
entered November 25, 1918, after formal investigation and hearing — 

M That the service afforded by said The Pacific Telephone & Telegraph Co. to 
its patrons within the State of Oregon, and particularly in the city of Portland, 
Is unjust, unreasonable, insufficient, and inadequate." 

Answering questions D, F, and G briefly and in reverse order : Some confusion 
has resulted from the infringement upon certain rules, regulations, and prac- 
tices of the commission; consolidations and economies of operation are more 
theoreticnl than actual, and will have no appreciable reflection one way or the 
other in the revenues; telephone operators* wages have been somewhat ad- 
vanced, but with a caution that approaches cunning ; a string has been attached 
by those in authority to withdraw the salary increase if advanced rates do not 
become effective. 

Question E deals with toll and exchange rates, and inasmuch as this commis- 
sion now have these matters formally before us, we hesitate to express an 
opinion. We advise, however, that a somewhat similar toll schedule to the one 
recently prescribed has been in effect in Oregon for many months, but an 
analysis of the two not having been made to date, we are unable to make an 
equitable comparison at this time. 

Answering question H : While this commission at all times actively co- 
operated with the Federal authorities in carrying out the governmental program 
for the prosecution of the war, we Insistently presented our contentions, to 
Members of Congress, various Federal commissions, and officials whenever we 
had reason to believe that injustice resulted from the orders promulgated ; yet, 
animated by a desire to in no way embarrass the administration, we hesitated to 
formally raise the jurisdictional question. 

With the cessation of war activities, the pursuits of peace again become para- 
mount. Our citizens are entitled to the fullest protection, and the underlying 
reason for delay in action no longer obtains, and should the occasion arise and 
our cause be just we shall have no hesitancy in questioning the authority of 
the administrative officers on intrastate matters, and carrying our case, if need 
be, to the highest court of the land. 

Concluding, your attention is directed to the fact that the absorbing question 
at present in Oregon is more particularly the telephone situation. Therefore 
this letter, while in many ways applicable to both telephone and telegraph 
companies, refers more frequently to the rates and conditions of the phone 
utilities. 

Yours, very truly, 

Public Service Commission of Oregon, 
By Feed G. Buchtel, Chairman. . 



State of New Yobk, 
Public Service Commission, Second District, 

Albany, January, 23, 1919. 
Mr. Charles E. Elmquist, 

Secretary National Association of Railway and 

Utilities Commissioners, 

Washington, D. C. 

Dear Mr. Elmquist : As you may have observed, we are proceeding against 
the New York Telephone Co. in the Supreme Court of the State of New York 
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for mandamus or injunction to restrain it from putting into effect the Postmaster 
General's toll rates, on the ground that they have not been initiated according 
to the laws of this State by the filing of a tariff with the commission. 

I have been uncertain until this hour whether or not I could go down to 
Washington to-morrow, and I find that I will be unable to do so. I gather, how* 
ever, from your telegram that the matter will occupy several days, and I would 
be glad to hear from you any time if we can be of assistance. 

Yours, very truly, 

Charles B. Hill, Chairman. 



Railroad Commission of Louisiana, 

Baton Rouge, January 18, 1919. 
Mr. Chables E. Elmquist, 

President National Association of Railway and 

Utilities Commissioners, 

Washington, D. C. 

Dear Sib : I beg to confirm my telegram of this date, reading : 
" The Railroad Commission of Louisiana in the interest of the welfare of the 
traveling and shipping public of the State of Louisiana unalterably opposes an 
extension of the period of Government control as proposed in the Moon joint 
resolution or by any other act of Congress. This opposition arises from no selfish 
motive, but is a deliberate opinion reached after seriously considering the 
universal expressions and complaints from business men and shippers in this 
section against the continuance of Government control. We believe that the 
business interests of the Nation would be best subserved by the immediate return 
of railroads and all other utilities to private ownership. Will you please us© 
this as your authority to present these views on behalf of this commission to the 
committee?" 

With thanks for your courtesy in this matter, I am, 
Yours, very truly, 

Shelby Tatlob, Chairman* 



Pubijc Service Commission of New Hampshire, 

Concord, January 18, 1919. 
Hon. Chas. E. Elmquist, 

Washington, D. C. 

Dear Sib : We favor the return of wire systems to private owners as soon as 
this can be done without jeopardizing the interests of the corporations and the 
public. It seems to us that this may be done at a much earlier date than in the 
case of the railroads. We do not favor fixing a definite date for either. 
Very truly, yours, 

T. W. D. Wobthen. , 



Cobpobation Commission of Oklahoma, 

Oklahoma City, Okla., January 18, 1919. 

Hon. Chables Elmquist, 

Washington, D. C. 

Deab Sib : Supplementing our telegram of this date, we make copies of a few 

letters received by us and inclose the.same herewith. The attitude expressed in 

these letters is general. In this State we scarcely have the semblance of service, 

consequently the general public is thoroughly dissatisfied. • P 

Yours, truly, 

W. D. Humphbey, Chairman. 

WDH/e 

Oklahoma City, Okla., January 17, 1919. 
Mr. W. D. Humphbey, 

Chairman Oklahoma Corporation Commission, 

Oklahoma City, Okla. 

Deab Sib : The members of our association engaged in the business of brokers 
of food products to the jobbing trade are among the largest users of the long- 
distance telephone in Oklahoma, and we are soliciting your aid to help us combat 
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the new schedule of charges authorized by the Postmaster General of the United 
States, effective January 21, in so far as they apply to intrastate messages, which 
is the bulk of our busines with the Southwestern Bell Telephone Co. 

We realize during the war the necessity of advances in telephone rates which 
were granted, we believe, sometime ago, but the present schedule as outlined Is 
not only exorbitant but in our opinion unwarranted at this time ; furthermore, 
the method of assessing the rates and other service charges are so complicated 
as to intefere seriously with the business of any concern, we believe, who rely 
upon the long-distance telephone to secure their results. 

We understand that protests have been filed in large volume with the Senators 
and Representatives in Washington, and we noticed from news items in the 
papers the last couple of days where the utilities commission of the States of 
Ohio and Florida have refused to grant the changes in telephone schedules, in 
so far as they apply to intrastate messages, and our association wishes to appeal 
to your body for relief on these rates within the State of Oklahoma. 

We will certainly appreciate your favorable action. and will. thank you very 
much for your careful attention to our request. 
Yours, very truly, 

Oklahoma City Wholesale Merchandise 
Brokers' Association, 
Per O. R. Armstrong, President. 



Oklahoma Citt, U. S. A., 

January 17, 1919. 
Hon. Corporation Commission, 

Oklahoma City, Okla. 

Gentlemen : We are receiving complaints on the new long-distance telephone 
toll rates which the Postmaster General has announced to take effect January 
21. It is stated, and the schedule as announced appears to bear these state- 
ments out, the new schedule will advance long-distance telephone rates from 20 
to 60 per cent. Complaints are also made that the new schedule is unscientific, 
difficult to comprehend the meaning, and imposes undue hardships upon the 
public. 

While we notice that several of the States have rejected these rates, and in 
the public print this morning it is announced that the State of Florida will seek 
to have the new schedule enjoined in the courts, some of our members are ask- 
ing us what position the corporation commission is going to take, but we referred 
all such inquiries to your body direct. It appears to us from the complaints so 
far submitted by our members that this is a question of some importance, and 
if there is any action the corporation commission can take to relieve the situa- 
tion or prevent the rates from going into effect until an impartial investigation 
is made, the interest of the general public of this State will be, in our opinion, 
best served by taking such action. 

Respectfully submitted. 

Oklahoma Citt Chamber of Commerce, 
F. P. Dixon, Acting Secretary. 



[Telegram. 1 

Muskogee, Okla., Jnwuary 18, 1919. 

Chairman Corporation Commission, 

Oklahoma City, Okla.: 

Pursuant to instructions of mass meeting of citizens of Muskogee Friday 
evening, you are urged to take appropriate measures to prevent in Oklahoma 
telephone rates effective January 21 announced by Postmaster General. Ohio, 
Illinois, Michigan, Wisconsin, and Florida have already so acted. 

S. E. Gidney, 
M. G. Haske, 
W. D. Hume, 

Committee. 
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Oklahoma Cuty, Okla., January 17, 1919. 

Hon. Cobpobation Commission of Oklahoma, 

State Capitol, Oklahoma City, Okla. 

Honorable Sibs : Doubtless you are familiar with the new phone rates that 
have been promulgated by the Southwestern Bell Telephone Co. under the tutor- 
ship of our worthy Postmaster General Burleson. 

Unfortunately we are forced to patronize the Southwestern Bell Telephone 
Co. to a considerable extent, and we dislike very much this idea of being Ameri- 
can citizens and then be forced to come under the rod of a corporation of such 
magnitude as the Southwestern Bell Telephone Co. We are already paying 
fabulous prices for such service as we are getting. We have no assurance when 
a call can be completed; we are at their mercy. If they do not complete a 
call to-day, perhaps they will complete it to-morrow or the next day, asking for 
a renewal from day to day, and this new idea of having the subscriber or 
customer pay for a report charge service is certainly far fetched in the extreme. 

Realizing the fact that they are unable to give us satisfactory service during 
the day, they have been considerate enough to offer us a reduction in rates from 
8.30 p. m. until midnight, during which hours the average business man trans- 
acts no business. 

While we appreciate they are making strenuous efforts to enforce this rule 
as a Government measure, we hope and pray that you will use your good efforts 
to again put Oklahoma on the map and protect, at least, the intrastate rates, 
so in the event we are punished it can effect us only on interstate rates. 

Thanking you in advance for your kind consideration, and hoping you will 
take immediate action, we remain, 
Very truly, yours, 

Choctaw Gbain Co., 
By Stbaughn. 

COBPOBATION COMMISSION OF OKLAHOMA. 

In the matter of the application of the Southwestern Bell Telephone Co. for 
permission to increase rates for its exchange at Afton and other small 
exchanges. Cause N9. 3627. 

In the matter of the application of the Southwestern Bell Telephone Co. for 
an informal investigation of the exchange rates in the city of Ardmore and 
other large places. 

JOUBNAL ENTBY. 

1 

The Southwestern Bell Telephone Co., doing a comprehensive telephone 
business in the State of Oklahoma, operating exchanges in cities and towns 
throughout the State of Oklahoma, and likewise operating long-distance lines 
which extend to every part of the State of Oklahoma, filed herein its applica- 
tion for permission to increase rates at Afton and certain other of the smaller 
cities and towns of the State, and later on filed its application herein for an 
informal investigation of the exchange rates in the city of Ardmore and several 
other of the larger cities and towns of the State. 

The commission observes that by virtue of congressional action the Post- 
master General of the United States has assumed control of the telephone 
systems of the country, including those operating in Oklahoma, and has pro- 
mulgated certain regulations and established charges in some instances for 
service in the State of Oklahoma. 

The commission is of the opinion that the officers and managers of the 
Southwestern Bell Telephone Co., heretofore carrying on its business within 
this state prior to and since the business of the company was taken over by 
the Government, have been able, competent, and faithful, but shortage of 
help and inexperience of a large per cent of the help actually available has 
materially reduced the standard of service, causing much dissatisfaction among 
the patrons of the company. This has been greatly aggravated by charges 
arbitrarily fixed by the Postmaster General which were entirely out of pro- 
portion to the service rendered. 

A new schedule of rates and a new line of experiments have been promul- 
gated by the Postmaster General to take effect January 21. The result of these 
new rates and new rules can not yet be determined. Some of the service now 

100392— 19— pt 3 11 
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being rendered in this State is not worth the charge being collected therefor. 
In instances the rates in effect are doubtless not sufficient to pay the cost 
of efficient service and provide a reasonable return upon the investment. So 
long as the Government exercises control of these properties it is presumed 
that the interest of the owners will be properly safeguarded and suitable 
returns upon their investment provided. 

The validity of the Federal law involved and the scope of authority to be 
exercised thereunder is as yet undetermined, but this commission has refrained 
from any action which might be construed as tending to embarrass the Govern- 
ment in its war measures. 

Until such time as the courts or the Congress shall definitely fix the authority 
and responsibility for control of telephone operation we assume that the Post- 
master General will provide such- rates as in his judgment will properly take 
care of their operation as a whole. So long as " better service and lower rates " 
is the slogan around which centers the propaganda served to the public it would 
be very embarrassing to the commission, and we believe unjust to the public, 
to issue orders providing increased rates for poorer service. 

The commission finds that local and long-distance telephone service in this 
State is generally unsatisfactory and that charges should not be raised until the 
service is improved, and for said reason the applications involved herein are 
hereby dismissed. 

Done in the regular order of business at Oklahoma City, Okla., on this the 
4th day of January, 1919. 

Cobpobation Commission, 
W. D. Humphrey, Chairman. 
Campbell Russell, 

[seal.] Abt. L. Walkeb, 

Commissioners. 

Attest : 

J. S. Gbam, 

Acting Secretary. 

Postal Teleobaph-Cable Co., 

New York, January 25, 1919. 
Hon. John A. Moon, 

Chairman Committee on the Post Office and Post Roads, 

House of Representatives, Washington, D. C. 

Deab Sib : Will you kindly insert in the minutes of the next meeting of your 
committee to consider the question of telegraphs and telephones the inclosed 
copies of letters from me to Postmaster General Burleson, dated October 28, 
November 4, November 11, and November 18, 1918. 
I am, 

Yours, very truly, 

Clabence H. Mackay, Secretary. 



Postal Telegbaph-Cable Co., 

New York, October 28, 1918. 
Hon. Albebt S. Bttblkson, 

Postmaster General, Washington, D. C. 
Deab Sib : I write this letter in compliance with the very proper request of 
your counsel, Mr. Lamar, that we state in the form of a letter the reason why 
it happens that the compensation we ask from the Government for the use of 
our Postal Telegraph System during the war differs from the reports of our 
39 local Postal Telegraph companies to the Interstate Commerce Commission. 
The explanation is simple. It is that our Postal Telegraph System for a great 
many years has been organized on the plan of the Mackay Cos. financing the 
little local companies by furnishing the money for all reconstruction of their 
telegraph lines, and for the annual interest of $800,000 a year, which has to be 
paid by the land line system, and also furnishing money for the construction 
of new lines in new territory and additional wires in old territory. In return 
the Mackay Cos. by contract with these various local companies receive a large 
proportion of the through tolls. This arrangement is a matter of convenience 
and has grown up from the necessity of having these local companies, in order 
to comply with State statutes relative to condemnation and granting of local 
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ordinances, etc.— a necessity which arose in the very beginning of the Postal 
System in the early eighties. 

The whole of this compensation now claimed would have appeared in the 
reports to the Interstate Commerce Commission, which reports began about 
two years ago, if the Mackay Cos. were subject to the Interstate Commerce 
act, but not having been subject to that act (they being only an unincorporated 
trusteeship) the Mackay Cos. were not asked by the commission to make a re- 
port, and properly so, and hence did not make any. The general plan of the or- 
ganization is the same as that of the American Telephone & Telegraph Co., 
which, I understand, has several hundred subsidiary companies, and the Ameri- 
can Telephone & Telegraph Co. takes practically all of the through tolls, and, of 
. course, reports them in its regular report to the Interstate Commerce Com- 
mission, that company being a telephone corporation subject to that act, and 
hence reports under that act. If the Mackay Cos. had been subject to that act 
they would have promptly made a report, and then all these figures would be on 
file with the Interstate Commerce Commission. In other words, the entire 
earnings of the Postal Telegraph System are divided between 39 companies, 
which report to the Interstate Commerce Commission, and the Mackay Cos. and 
the Boston District Messenger Co., which do not report to the Interstate Com- 
merce Commission, they not being subject thereto. 

I trust this will answer Mr. Lamar's inquiry, and if not kindly let me know 
and I will give any further information desired. 
Yours, very truly, 

Clarence H. Mackay, 

President, 

Postal Telegraph-Cable Co., 

New York, November 4, 1918. 
Hon. Albert S. Burleson, 

Postmaster General, Washington, D.C. 

My Deab Mr. Burleson : We gather from the discussions we have had with' 
the committee appointed by you to report as to the proper compensation to be 
allowed the telegraph and telephone companies for the use of their property by 
the Government, that that committee takes the position in regard to the Postal 
telegraph lines that compensation should be a percentage of the physical value 
of the telegraph lines themselves. We can not assent to this. It is not the 
basis of the compensation to the Bell Telephone Co. or to the Western Union. 
The compensation to them is based on their earnings for the past year, and, in 
fact, the Western Union compensation is in excess of the earnings for the 
past. year. Apparently your committee has estimated the Postal properties 
at $80,000,000, and think that we should receive only 6 per cent of that amount, 
which would be $150,000 a month. How in the world they arrived at so low a 
valuation I do not know. Now. even in August, a poor month in the telegraph 
business, but the first month in which the Government had control of our lines, 
we earned about $320,000 for the Government Hence on your committee's 
basis the Government would pay us $150,000 and keep $170,000. This> of course, 
is absurd. 

There has been an intimation that the Postal Co. is making too much money, 
but the conclusive answer to that is that telegraph rates in the United States 
are lower than anywhere else in the world, and more conclusive still is the fact 
that there is strenuous competition between the two telegraph companies, and 
that under that competition the Western Union has at times earned less than 
2 per cent on its capital stock, and at other times has been unable to set aside 
any reasonable reserve. Moreover, the Postal Co. paid no dividend whatsoever 
for many years, and, in fact, lost a great deal of money for many years. The 
compensation you have given the Western Union is based on the present tele- 
graph rates and those rates are the same as the Postal Co. gets. 

And even if the physical value of the Postal telegraph lines entered into the 
proposition at all, that value can not be ascertained without prolonged effort, 
and even then would be of little use. That value, whatever it may be, varies 
from day to day. Copper wire that cost us as low at 11 cents a pound a few 
years ago is now worth 28$ cents a pound, if we were at liberty to dismantle 
and sell it. The copper wire for which w T e have recently paid prices ranging 
up to 38i cents a pound will be worth only 15 cents a pound after the war. 

Poles that cost us $1.25 each before the war are now worth from $3 to $4 
each if we could dismantle and sell them, while poles that now cost us from 
$3 to $4 will be worth only about $1- after the war. The same is true of 
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cross arms, pins, insulators, office furniture, electric apparatus, etc. The entire 
equipment of the telegraph company is made up of personal property which 
fluctuates rapidly in value. The physical value to-day will not he the physical 
value next month. It rises and falls with the fluctuating market for this class 
of equipment. The Massachusetts Public Service Commission, in answer to the 
recent suggestion that a physical valuation be made of the elevated railroad 
properties In Boston in connection with the financing of that company, put the 
matter very succinctly when it said : 

"An appraisal would be a long and expensive task. At best, the results would 
be dependent in no small degree upon the personal judgment of the engineers 
employed, for the notion that appraising is an exact science will be entertained 
only by those who lack experience. Any estimate of present cost of production 
would be void of public advantage, owing to the recent course of prices." 

Moreover, as stated above, the physical value has nothing to do with this ques- 
tion of compensation, either from a legal or business standpoint. The compensa- 
tion we are entitled to Is based upon the usable value and earning power of our 
telegraph line. When the United States Government took over the Monongahela 
Canal the Government claimed that it need not pay for the earning power of 
that canal, but the Supreme Court of the United States decided otherwise and 
said (148 U. S., 337) : 

"After taking this property the Government will have the right to exact the 
same tolls the Navigation Co. has been receiving. It would seem strange that 
if by asserting its right to take the property the Government could , strip it 
largely of its value, destroying all that value which comes from the receipt of 
tolls, and having taken the property at this reduced valuation, immediately 
possess and enjoy all the profits from the collection of the same tolls." 

A few months ago the Supreme Court again affirmed that principle of law 
when it said (246 U. S., 192) : 

" That there is an element of value in an assembled and established plant, 
doing business and earning money, over one not thus advanced, is self-evident. 
This element of value is a property right, and should be considered in determin- 
ing the value of the property, upon w T hich the owner has a right to make a fair 
return when the same is privately owned although dedicated to public use." 

We have given you detailed figures showing what this property earned last 
year, and if we had been allowed to remain in control of the same property there 
would have been undoubtedly the same profit this year, and that is the basis 
of the compensation to be paid to us. 

The compensation to be paid for the use of perishable personal property is 
not based on physical value, but rather on its earning value as a going utility; 
as we could show by many examples. When the Government seizes a building 
for use during the war it pays the owner the same rentals he has been receiving 
irrespective of the cost of physical valuation of his building. Congress in fixing 
the compensation for railroads paid no attention to their physical value, even 
though a very large part of that value consists of permanent terminals and 
rights of way. Congress based their compensation entirely on earning power, 
and we can see no reason why the same rule should not be applied to us. If by 
careful management we have made a substantial profit on our land-line system, 
in spite of the fierce competition, we are entitled to that profit. As stated above, 
this applies particularly to perishable properties, such as telegraph lines. A 
single heavy snowstorm may cany down thousands of miles, including lines 
not over a year old, and that has happened. Telegraph lines are very perishable, 
and any claim that their usable value is merely, say, 6 per cent of the physical 
value is unsupported by the history of telegraph lines or any other class of 
perishable property. 

But above all stands the fact, as stated previously, that the compensation to 
the Western Union Telegraph Co. is based on their 1917 earnings, and to ask 
mv company to take less would, to put it mildly, be an injustice, and I am 
quite sure that you intend that the same fair treatment shall be accorded to all. 

Yours, respectfully, ^ . . A 

Clarence H. Mackay, President. 



Postal Telegraph-Cable Co., 

New York, November 11, 1918. 

Hon. Albert S. Burleson, 

Postmaster General, Washington, D. C. 
My Dear Mr. Burleson : In view of the fact that an armistice with Germany 
has now been signed and a treaty of peace will probably be agreed upon 
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quickly, I take the liberty of suggesting that the telegraph lines be returned 
to the two telegraph companies at once, as authorized by the President's procla- 
mation, which states that you shall be at liberty to relinquish "in whole or 
in part to the owners thereof * * * any telegraph * * • system or 
any part thereof." 

Such action on your part would save the Government a great deal of money, 
because, as I am informed, the compensation which has been agreed upon 
between you and the Western Union Telegraph Co. is much more than that 
telegraph company is now earning from month to month. That compensation 
is even more than that company's earnings for 1917, which was the most 
profitable year in its history. The earnings of that company for the first 
seven months of this year, as reported to the Interstate Commerce Commission, 
were $1,357,225 less than they were for the same period of last year (including 
cable operations, but any decrease in such cable earnings was undoubtedly 
more than offset by the alleged decrease of $578,000 in taxes), which would 
indicate that the year ending July 31, 1919, will show a loss to the Government, 
in connection with that company, of at least $2,326,068, and in all probability 
considerably in excess of that figure. 

I do not know what the corresponding figures of the Bell Telephone Co. are. 
But there is no reason for the Government continuing to bear these losses, 
inasmuch as it can stop them immediately by returning the lines to the tele- 
graph companies. That such a step would meet with general approval is 
indicated by the speech of Senator Martin of recent date, in which he urges 
immediate retrenchment in all branches of the Government. 

There is no such deficiency in your operation of the Postal Telegraph lines, 
Inasmuch as no compensation has yet been agreed upon as to that company. 

Again, the sooner competition in the telegraph business is restored the 
greater, I believe, will be the satisfaction of the public. As you are aware, the 
joint resolution of Congress of July 16, 1918, authorizing the taking of control 
of the telegraphs and telephones was purely a war measure " for national 
security and defense," and this is emphasized by the fact that Congress pro- 
vided that Federal control "shall not extend beyond the date of the procla- 
mation by the President of the exchange of ratifications of the treaty of peace," 
as against the railroad Federal control bill, which continued the period of 
Federal control for a period of 21 months after the war. 

If Congress had intended the telegraph and telephone Federal control act to 
be other than a purely war measure Congress would have made its continuance 
last for the same period as the railroad control. The fact that the telegraph- 
telephone control was purely a war measure was also most emphatically 
emphasized in the debates in both Houses of Congress when the resolution 
was passed. 

Certainly the war no longer justifies the Government's retaining these tele- 
graph lines for war purposes. In fact, since August 1, 1918, when the Gov- 
ernment first took control of the telegraph lines for war purposes, there has not 
been a single act in such operation, so far as I can ascertain, that has been 
different from what such operation would have been if the telegraph com- 
panies had been allowed to continue their own control and the Government had 
not taken over the lines for war purposes. This merely emphasizes the pro- 
priety and wisdom of the lines being turned back at once. 

The compensation to the Postal Telegraph-Cable system is now in course of 
discussion with your committee, but if you think well of the suggestion to 
return the lines to both telegraph companies, the Postal Telegraph-Cable Co. 
is willing to waive any claim for compensation, and accept what the lines have 
actually earned since the beginning of Federal control. All this would save 
the Government from the loss which it is now sustaining from month to * 
month. 

On the other hand, if the Government is to continue to keep control of our 
lines we certainly are entitled to the same profits that we made during the 
year prior to July, 1918, which you will notice includes the first six months 
of 1918, in which six months, as stated above, the Western Union earnings 
showed a considerable decline, but which was apparently not considered in 
arriving at their compensation. You will observe, therefore, that the basis on 
which we are willing to accept compensation is more favorable to the Govern- 
ment than you have granted to the Western Union. Apparently war com- 
pensaton is based upon war profits, and we are entitled to the same treatment 
as the Western Union in this respect. 
I am, yours, respectfully, 

Clarence H. Mackay, President. 
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Postal Telegraph-Cable Co., 
New York, November 18, 1918. 
Hon. A. S. Burleson, 

Postmaster General, Washington, D. C. 

My Dear Mr. Burleson : I write to protest against your committee's decision 
that the Postal Telegraph system shall receive as compensation from the Gov- 
ernment for the use of its lines only about one-half of what those lines are 
actually earning. The Govenment is not operating the lines, and in fact, has 
nothing to do with them, except technical possession, and yet your committee 
—^refuses to allow us even to keep our own. This is a misuse and abuse of power. 
It is not compensation. It is robbery. Is it possible that the Government is 
trying to make money out of the war by seizing a telegraph property and con- 
fiscating half of its earnings without even doing anything to operate the lines? 

And there is a still worse feature about it. The Western Union and Bell 
Telephone Cos. are to be allowed to keep all they earn, and more, too. They 
get the full spoon with something extra, while we are to get only half of what 
we actually earn. What right has the Government to keep the other half? 
This is a rank discrimination and I can not believe it has your approval. 

Of course we have recourse to the Court of Claims and to Congress, but you 
are aware of the Secor claim, growing out of the Civil War, which claim was 
not paid until 30 years thereafter. I hope that we shall not have the same 
experience. In my letter to you of November 11 I said that we would ask no 
compensation of the Government, and would be content to keep merely what 
we earn, provided the telegraph lines of both companies were turned back at 
once as they should be. I can not understand on what theory one-half of out 
earnings are to be wrested from us and kept by the Government, which has 
done absolutely nothing to produce them. Can not a man keep his own? For 
instance, in August we made $320,000, and your committee proposes to keep 
half of it and give us half of it, while allowing the Western Union to keep 
all of its August earnings, and pay it something additional. This is not a 
square deal. The action of your committee is not American, and I don't 
believe that either you or the American people will approve it. 
Yours, very truly, 

Clarence H. Mackay, President. 
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